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This teacher's guide and student guide are designed to 
accompany a consumer mathematics textbook that contains supplemental 
readings, activities, and methods adapted for secondary students who have 
disabilities and other students with diverse learning needs. The materials 
are designed to help these students succeed in regular education content 
courses and include simplified text and smaller units of study. The 
curriculum correlates to Florida's Sunshine State Standards and is divided 
into the following 9 units of study: (1) budgeting your income; (2) banking 

and checking; (3) buying and selling; (4) borrowing and lending; (5) 
purchasing a car and car insurance; (6) paying your taxes; (7) choosing a 
place to live, deciding whether to rent or buy, playing real estate taxes, 
and home insurance; (8) investing your money and stocks and bonds; and (9) 
planning for retirement. For each unit, the teachers' guide includes a 
general description of the unit's content and the unit's focus, provides 
suggestions for instructional activities, and contains an assessment to 
measure student performance. Appendices in the teacher's guide contain a 
chart describing standards and benchmarks . The student guide contains 
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Foreword 



Parallel Alternative Strategies for Students (PASS) books are content-centered packages 
of alternative materials and activities designed to assist secondary teachers to nreet the 
needs of students of various achievement levels in the basic education content courses. 
Each PASS offers teachers supplementary activities and strategies to assist certain 
exceptional students and low-achieving students in the attainment of the intended 
outcomes of a specific course. ^ 

The alternative methods and activities found in the PASS materials have been adapted to 
meet the needs of students who have mild disabilities and are mainstreamed in content 
classes. The PASS materials provide basic education teachers with a modified ^proach 
for presenting the course content that may be useful with these students and other 
students who have learning or behavior problems. The PASS materials also provide the 
exceptional education teacher who is teaching subject area courses with curriculum 
materials designed for these exceptional education students. 

Students with learning or behavior problems often require alternative methods of 
presentation and evaluation of important content. The content in PASS differs from the 
standard textbooks and workbooks in several ways: simplified text; smaller units of 
study; reduced vocabulary level; increased frequency of drill and practice; shorter reading 
assignments; clearer and more concise directions; less cluttered format; and the 
presentation of skills in small, sequential steps. 

As material to augment the curriculum for exceptional students and other low-achieving 
students, PASS may be used in a variety of ways. For example, some infusion strategies 
for incorporating this text into the existing program are as follows: 

• additional resource to the basic text 

• pre-teaching tool (advance organizer) 

• post-teaching tool (review) 

• alternative homework assignment 

• alternate to a book report 

• extra credit 

• make-up work 

• outside assignment 

• individual contract 

• self-help modules 

• independent activity for drill and practice 

• general resource material for small or large groups 

• assessment of student learning. 
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The initial work on PASS materials was done in Florida through Project IMPRESS, an 
Education of the Handicapped Act (EHA), Part B, project funded to Leon County 
Schools from 1981-1984. Four sets of modified content materials called Parallel 
Alternate Curriculum (PAC) were disseminated as parts two through five of A Resource 
Manual for the Development and Evaluation of Special Programs for Exceptional 
Students, Volume V-F: An Interactive Model Program for Exceptional Secondary 
Students (IMPRESS). Project IMPRESS patterned the PACs after the curriculum 
materials developed at the Child Service Demonstration Center at Arizona State 
University in cooperation with Mesa, Arizona Public Schools. 

A series of nineteen PASS volumes was developed by teams of regular and s[)ecial 
educators from Florida school districts who volunteered to participate in the EHA, Part B, 
Special Project, Improvement of Secondary Curriculum for Exceptional Students. This 
project was funded by the Florida E)epartment of Education, Bureau of Education for 
Exceptional Students, to Leon County Schools during the 1984 through 1988 school 
years. Basic education subject area teachers and exceptional education teachers worked 
cooperatively to write, pilot, review, and validate the curriculum packages developed for 
the selected courses. 

Continuation efforts have been maintained through the Curriculum Improvement Project. 
Beginning in 1989, the Curriculum Improvement Project contracted with Evaluation 
Systems Design, Inc. to design a revision process for the nineteen PASS volumes. First, a 
statewide survey was disseminated to teachers and administrators in the sixty-seven 
school districts to assess the use of and satisfaction with the PASS volumes. Teams of 
experts in instructional design and teachers in the content area and in exceptional 
education then carefully reviewed and revised each PASS volume according to the 
instructional design principles recommended in the recent research literature. 

Neither the content nor the activities are intended to be a comprehensive presentation of 
any course. These PASS materials, designed to supplement textbooks and other 
instructional materials, should not be used alone. Instead, they should serve as a stimulus 
for the teacher to design alternative strategies for teaching the student performance 
standards to the mastery level to the diverse population in a high school class. 

PASS provides some of the print modiHcations necessary for students with special needs 
to have successful classroom experiences. To increase student learning, these materials 
must be supplemented with additional resources that offer visual and auditory stimuli, 
including computer software, videotapes, audiotapes, and laser videodiscs. 
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User’s Guide 



The Consumer Mathematics PASS is designed as a combination supplementary 
text and workbook for course number 1205370. This PASS is divided into nine 
units of study. An alphabetized list of important terms, entitled Vocabulary, is 
provided at the beginning of each unit This list is divided into sections that 
correspond to the sections within the unit The vocabulary terms may be presented 
concurrent with the introduction of the concepts for each section of the unit and 
the list used for ready reference and review. For emphasis and quick recognition, 
each vocabulary term appears in boldfaced type the first time it is used in the 
content. 

Each section of text features the characters Gerta, Juan, or Stefan in situations to 
illustrate the application of the specific skills addressed. Following the reading of 
the story about the characters, initial skill practice is presented in a problem- 
question called You Try. The framework for the solution to the problem is given 
for the students to complete. The model provides a partial solution, giving clues 
for the students’ initial attempt. Practice pages follow the You Trys at the end of 
each section and provide opportunities for practice and reinforcement of the 
section’s skills. Practice pages give the formulas for solving the problems in that 
activity. The number of the student performance standard(s) addressed also 
appears at the top of each practice page. Student materials may be reproduced for 
classroom use. 

Icons and graphics have been used extensively to assist the students. These visual 
cues are motivational and create interest while promoting learning. Consistent 
formatting and easy-to-follow directions build student confidence and insure 
success. 

This separate Teacher’s Guide contains an introduction for the course materials, 
ideas for presenting instruction, unit Quizzes, and answer keys for all practice 
activities as well as for the You Trys in each unit. 

This PASS has been correlated to the intended outcomes adopted by the State 
Board of Education for consumer mathematics course 1205370. (See Appendix 
A.) All of the intended outcomes for course 1205370 are addressed. All of the 
student performance standards have been at least partially covered in this text. 
Other resources must be used to teach standards not adequately covered in this 
text. 
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No one text can adequately meet all the needs of all students. This PASS is no 
exception. The reading level will be too high for some students and too low for 
others. The concepts presented will be too complex for some students and too 
simple for others. For comprehensive coverage, it is reconunended that teachers 
use PASS along with other instructional materials to provide additional 
reinforcement 

Appendix A contains a correlation chart of the student performance standards and 
the units in which each is covered. Appendix B is a list of multimedia resources. 
The sources for ordering these materials are included in Appendix B. The 
textbooks used as references during the development of this PASS book are listed 
in Appendix C. 

The teacher-developed materials contained herein combined with other carefully 
selected resources and effective teaching strategies provide a good foundation for 
teaching the consumer mathematics course to exceptional students and other 
students with learning problems. 
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Consumer Mathematics 




Introduction 




Budgeting income, banking and checking, retail buying. 


$$$$$ 


borrowing and lending, purchasing a car, paying taxes. 


acquiring housing, investing, and planning for retirement — 


fd^ /fi 


from the simple to the complex, all are necessary consumer 




money management skills for adults. The goal of the consumer 


mathematics course is to help students to become smart 




consumers — to use their money wisely. They will explore 
Hnancial decision-making processes, become aware of the 




effects of commercial profit on personal finances, develop an 
understanding of credit, loans, interest rates, taxes, and Social 
Security, and be introduced to concepts in investments and 


mil 


retirement planning. Learning the basics of money 
management will encourage students to use their present and 




future incomes prudently. 




Many of the consumer mathematics problems for the skills 




listed above require complex, multistep mathematical 
operations; thus, students should be encouraged to use 




calculators to assist them. Concentrating on the order of the 
steps rather than the calculations will help reduce error and 


$$$$$ 


confusion. 

Field experiences such as visits to car dealerships, banks. 


$$$$$ 


grocery stores, and shopping malls will provide rich 
opportunities for gathering pertinent information. High-school 
students can usually arrange their own transportation and 


mil 


accomplish this outside of school on their own time. Substitute 
telephone calls when transportation is a hardship. 




Inviting guest speakers to come to the classroom can be 




equally valuable. Local car salesmen, credit union 




representatives, realtors, bank tellers, financial planners, or 




insurance agents are often willing to be a resource to the 


$$$$$ 
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schools. These professionals view teenagers as consumers or 
potential consumers and consider them a worthwhile audience. 

If your classroom is equipped with a computer and you have 
access to some of the money-management software, provide 
the time necessary for the students to explore the possibilities 
and capabilities of this technology. The students will benefit 
greatly from the time invested — even gaining employability 
skills in the process. 

The media presents a wealth of information for classroom 
investigation. The local newspaper with its advertisements, 
financial section, classified ads, etc. creates opportunities for 
meaningful explorations. Videotaped segments from current 
television programs on pertinent Hnancial topics can provide a 
base for classroom discussion. 

Using real-life situations and simulation activities in teaching 
consumer mathematics will help draw the students into the 
content and increase their motivation to acquire the skills 
necessary to effectively manage their financial matters. 



Setting the Stage — the Approach 

To develop the deepest understanding of money management, 
the students need to be immersed in familiar and self-generated 
occupational personas. The students, in character, will each 
establish a realistic financial base to guide their decisions as 
consumers throughout the year. Sharing the decisions of the 
different personas in class will encourage generalization and 
carryover of those processes to real-life situations. Using a 
practical approach will create a meaningful course which is 
stimulating and enjoyable for all. 

At the beginning of the year the students should select an 
occupation. Each student will obtain complete information 
about that occupation — training and educational requirements. 
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starting salary, job availability, specific requirements such as 
travel, hours per week, schedule, etc. The students will use the 
same occupation and salary for the entire year for all the 
consumer mathematics activities. 

Use these possible sources of information about various 
occupations. 

school occupational specialist 
guidance counselor school media center 

career guides library research 

career shadowing career fair 

Preparing for the Job. Role-playing interviews and 
personally submitting written products such as resume, 
references, and applications to the employer will bring to life 
these important employability skills. Students could write 
acceptance notification letters to each other. Note: All students' 
are selected as the top applicant for their position. 

Along with their career choice, students must decide on their 
personal/family status. Each will decide his marital status and 
number of dependents. These will remain constant for the year 
also. As the year progresses, other life decisions regarding 
automobiles, insurance, home ownership, investments, etc., 
will be decided by each student and the information organized 
for placement in a personal portfolio. 

Personal Portfolio. Have the students create and compile a 
personal portfolio. With each unit of study they will add 
materials, including forms, brochures, and other information to 
their portfolio. The Hnal collection will contain information, 
resources, and examples that will be a valuable resource for 
each student. 

Items to place in the portfolio initially may include a job 
application, resume, references, personal history, and a 
business letter requesting an interview. A completed W-4 form 
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should be included in the portfolio. If the students don’t have 
previous experience in filling out a job application or writing a 
resume, you may want to include these assignments as you set 
the stage for the year. If the students have created these in DCT 
or other classes, allow them to bring them and modify as 
needed. 

The following activities are suggested as ways to teach the 
consumer mathematics concepts by applying them in the 
students’ simulated career roles. Each unit is listed below with 
some activities for your consideration. Select those appropriate 
for your school setting.These will only be the beginning of the 
creative ways you will find to explore these practical 
mathematics concepts and make them meaningful to your 
students. 



Unit 1: Budgeting Your Income 
Have the students... 

V determine their hourly rate, weekly rate, annual salary, 
overtime and commission, if applicable. Project average 
monthly commission. 

V estimate their net income based on their marital status 
and dependents, beneHts, and deductions such as union 
dues, health insurance, annuities, retirement, savings, 
and charitable contributions. Receive an individual 
paycheck prepared by the teacher. 

V record the base information on their budget sheet. 

Unit 2: Banking and Checking 
Have the students... 

V discuss the differences in the services and fees between 
financial, or lending, institutions, including banks and 
credit unions. 
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V visit and bring back printed information from a lending 


^ ^ 


institution. Students may go in pairs and work in 




cooperative learning groups. 




V select a rinancial institution, and list the reasons for 




their choice. Complete an application to open a 




checking account and sign the signature card. 




V create their own checkbook, including checks with their 




own account number, deposit slips, register, and a 




balance sheet. Design a checkbook cover. Use the 


^ Cp CP Cp 


account throughout the year, endorsing and depositing 




their paychecks and paying all their bills. 




V complete extra practice exercises, as necessary, on 


(Ch dh 


additional checks, check registers, deposit slips, etc. 




Unit 3 : Buying and Selling 


$$$$$ 


Have the students... 


$$$$$ 


V bring in advertisements from the newspapers to show 


. . . . . 


discounts and calculate the cost savings for speciried 


w w re w 


items. 


tfp tp wp 14^ 


V do comparison shopping. Bring in at least two different 




stores’ advertisements for the same product. 


^ tp ^ ^ 


V decide on a set of items to do comparison grocery 




shopping. Assign speciric students to certain items and 


tp ^ ^ Cp $ 


stores. Students bring the price information to class to 


cb (d^ 


compile a class graph or comparison chart 




V discuss advertising techniques that companies use to 




entice customers into their store. 




V bring examples of coupons, such as buy one, get one 


, . . . . 


free, and other enticements. 
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V create posters using cutouts from magazines. 




newspapers, and catalogs to show comparison 




shopping. 




V discuss the costs of name-brand clothing and cost 




savings realized by purchasing other brands. 
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V determine the tax cost of items from the various 
projects above. Ask students to bring in a grocery 
receipt to see taxable and nontaxable items. Bring in 
other receipts to see the tax entry and verify the 
percentage. 

V make a list of the basic furnishings that they think they 
might need for each room in the place they plan to live. 

Unit 4: Borrowing and Lending 

Have the students... 

V comparison shop for credit cards. Use mailouts to 
collect information on interest rates, annual fees, perks, 
requirements, methods for calculating interest, etc. 
Choose an issuer of a credit card, and complete an 
application. 

V discuss gimmicks such as frequent-flyer miles, refunds, 
rental car rates, discounts, clubs, and other awards. 

V list four different credit cards and compare and contrast 
the information on costs and benefits. 

V invite a guest from a financial institution to speak to the 
class. 

V visit a major department store and get information on 
the purchase of a major appliance financed several 
different ways. List the advantages and disadvantages 
of paying by store financing, credit card, a loan from a 
financial institution, etc. Consider the use of a down 
payment to reduce the loan and its costs. 

V compare the cost of renting vs. buying or renting to 
own. 

V consider which methods of purchasing large-ticket 
items would be the most advantageous for their salary. 
Examples should include car, furnishings, and 
appliances. 
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Unit 5: Purchasing a Car 


^ <4^ iLp ^ 


Have the students . . . 




V visit a car dealership and select the car (new dr used) 




that they will purchase. Bring back information from 


^ ^ ^ ^ 


the dealer on cost, down payment, purchase price, cost 




of tinancing, etc. If they cannot go and visit a 


dealership, bring in information from the newspaper. 


Explore the methods of payment available such as cash. 




Enancing through the dealership or through a lending 


C ^ gh rh 


institution. Use a guideline for purchasing a car based 
on 10% of their income. 




V invite an insurance agent to come to the class to talk to 




the students. 


41 SJP iP 


V compare costs of automobile insurance. Choose the 


(iJi? 


type of coverage needed, and call three different 


^ ^ kp ^ ^ 


companies to compare the rates. Select and purchase 


d? d? dk 


appropriate car insurance. 




V include in their portfolio all the information compiled 




on their selected car, cost of purchase, and cost of 




Enancing. Use the activity on page 153 in the student 




book. Fixed and Variable Costs (cost of insurance and 


d? ^ 


operating expenses), and include it in their portfolio for 
the car of their choice. 




V decide on a car repair — ^tires, brakes, etc. — get prices 




and pay for the work with a personal check. 




Unit 6: Paying Your Taxes 


Ills 


Have the students. . . 




V use official U.S. government forms that have been 
collected from the U.S. Post Office, IRS, or public 


$$$$$ 


library. Determine which tax form they want to use 




given their salary, marital status, and number of 


kp Cp Cp kP kp 


dependents. 
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V complete a W-4 form. 

V assuming that the tax rate is 12%, determine the 
estimated withholding or federal income tax that would 
show on their W-2 form. Use this information to 
complete a 1040A form. 

V place the complete tax information in their portfolio. 






k. 



k 
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Unit 7: Choosing a Place to Live 
Have the students... 

V calculate 25% of their net income to determine the 
amount of money available for housing. 

V use the information and skills in this unit to decide 
whether they want to rent or buy a place to live. 
Consider; a) location — ^shopping, close to work, 
schools, entertainment, crime rate, etc.; b) size of 
household; c) length of stay. After class discussion, 
have students justify their decision, addressing each of 
the categories in the list below in a written statement. 
Ask the students to put the chart of information on 
reasons for housing in their portfolio. 



Rent 

furnished 

unfurnished 

type/style 

lease options 

contractual conditions 

deposits 



Own 

financing 

furnishing 

insurance 

real-estate taxes 

maintenance 

insurance 



prepare a visual display of their house or apartment. 
Include separate rooms using pictures from home 
magazines or create their own pictures. 

bring in classified ads from newspapers, local 
publications, and real-estate brochures for sources of 
housing information. 
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V complete a 1040A (Unit 6) using their home as a 
deduction. 




V include cost of housing information on their budget 
form for their portfolio. 
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Unit 8: Investing Your Money 
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Have the students. . . 


$$$$$ 


V participate in a simulation activity and invest a given 
amount of money in the stock market Keep a daily 
record of the changes in their investment(s). Each 
person must choose a different stock. After a given 
number of days or months, determine the results. 
Prepare a class graph to show the results. 


gfl 


V contact the Center for Economic Education in your 
geographic area for games and reference or free 
instructional materials. 


$|$|| 


V invite a Hnancial planner to visit the class. Many have 
slide presentations and excellent print materials to 
distribute. 


$$$$$ 


V use a situation set up for the class such as: You won 
$5(KX) in the lottery and you have decided to invest it 
How are you going to invest your money? Bonds, 
stocks, money market, real estate, certificates of 
deposits, mutual funds, or tax-sheltered annuity? Tell 
which choices they made and why. 


lii 


Unit 9: Planning for Retirement 


$$$$$ 


Have the students... 




V interview a retired relative or friend or other retiree. 
Ask the retirees for suggestions on planning for 
retirement Ask them what they did that was 


mil 
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particularly successful and what they would do 
differently if they could. 

V watch for television specials and articles about 
retirement experiences; both positive and negative. 
Report on these to the class for discussion. 

V invite an expert financial planner, investment broker, 
insurance agent, or other consultant knowledgeable 
about financing retirement to come to the class. 

V determine the retirement benefits that are available to 
them in their chosen occupation — public service, 
military, private enterprise, self-employed, etc. What 
amount can they project that they will collect monthly? 
What amount will they collect from Social Security? 

Culminating Activity 
Have the students. . . 

calculate their total living expenses and determine if they are 
living within their budget. The students should use their net 
income and a pie graph, like the one illustrated on the next 
page, to determine the amount allocated for each category 
(e.g., food, housing). Do these amounts agree with what they 
have compiled in their portfolio? If not, what adjustments need 
to be made? Do the students feel comfortable with the choices 
they have made? 

Consider the costs of cars, food, housing, family, child caie, 
and investments. Will these all fit into their budget? What 
about savings? Remember to include additional expenses such 
as car and home repairs, medical, costs of newspapers, 
magazines, cable, and telephone that need to be budgeted. 
Prepare the completed budget for the portfolio. 



Guide 
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1. Budgeting Your Income 


5 Demonstrate the ability to solve problems 
involving personal income and budgeting 
(wages, hourly rates, deductions, benefite, 
et&j. 


2. Banking and Checking 


3 Demonstrate the atxiity to solve problems 
involving checking accounts, savings 
account and loans. 


3. Buying and Selling 


1 Demonstrate the ability to use rational 
numbers to solve problems involving 
purchasing goods and services. 

6 Demonstrate the ability to solve problems 
involving different kirvK of taxes. 


4. Borrowing and Lending 


2 Demonstrate the ability to solve problems 
involving the cost of credit, installment 
buying, and borrowing money. 

3 Demonstrate the ability to solve problems 
involving checking accounts, savings 
account and bans. 


5. Purchasing a Car 


8 Demonstrate the ability to solve problems 
invotvino buying, owning, and operating an 
automobile. 


6. Paying Your Taxes 


7 Demonstrate the ability to complete an 
income tax form. 


7. Choosing a Place to Live 


9 Demonstrate the ability to solve problems 
involving owning and maintaining a home. 


8. Investing Your Money 


4 Demonstrate the ability to solve problems 
involving different types of investments 
(stocks, bonds, money market, real estate, 
etc.). 


9. Planning for Retirement 


1 0 Demonstrate the ability to solve problems 
involving provisions for retirement 
(investments, insurance. Social Security etc.). 



o 
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Budgeting Your Income 




Quiz 

Solve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 



1. Kelly worked 48 hours last week. Her regular rate is $5.70 per hour. She is 
paid time-and-a-half for overtime. Find her (a) regular wages, (b) overtime 
wages, and (c) total wages. 

(a) 

(b) 

(c) 

2. Sandy delivers newspapers in her neighborhood. She is paid 7.50 per paper. 
She delivers 78 papers a day. How much will she earn in 5 days? 



3. Mike earns 7% commission on all sales plus a salary of $125 a week. He 
had sales of $2500 last week. What were his total earnings? 



4. Using the income tax table and 7.65% for FICA tax, find John’s net income 
for last week. He earned $268.50 last week and also had deductions for 
health insurance of $45 and union dues of $15. John is single and has 0 
exemptions. 



5. Kali has earned $76,890.00 this year. If her gross income in the 16“' week is 
$675.00, what is her FICA tax? 
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Budgeting Your Income 



You Tk-y (p. 7) 


p. 18 


expenses: $75.67 


1. $800 


1. Answers will vary. 


2. $490 


2. Answers will vary. 


3. $2890 




4. $1440 


p.9 


5. $862.50 


balance: $335 


YouT>y(p.21) 


You Tk-y (p. 11) 


HCA: $30.60 




1. $13.39 


weekly salary: $320 


2. $32.00 


annual salary: $16,640 


3. $38.25 


monthly salary: $1386.67 






p. 22 


1. $720; $37,440; $3120 




2. $400; $20,800; $1733.33 


1. $34.43 




2. $59.82 


You Tk-y (p. 13) 


3. $60.44 




4. $34.96 


hourly wage: $320 


5. $19.13 


piece-rate: $400 




conunission: $382.50 


p.23 


highest wages: piece-rate 






1. $20 


pp. 14-15 


2. $30 




3. $62 


1. $160 




2. $247 


pp. 24-25 


3. $95 




4. $6.75 


1. $239.84 


5. $5.70 


2. $351.19 


6. $7.50; $45 


3. $413.75 


7. $205 


4. $310.85 


8. $260; $68.25; $328.25 


5. $407.22 


9. $202 


6. $81.58; $184.17 


10. $285; $56.25; $341.25 


7. $87.12; $177.88 


pp. 16-17 


Quiz (pp. 13-14) 


1. $73 


1. $228; $68.40; $296.40 


2. $329 


2. $29.25 


3. $85 


3. $300 


4. $250 


4. $150.96 


5. $74 


5. $51.64 


6. $50.19 


6. $20 


7. $89.25 


7. $298.11 


8. $264.06 


8. $635 
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Banking and Checking 



Quiz 



3.0 




Solve the following problems using a separate sheet of paper for computation. 
Write the correct answers in the spaces provided. 



1. Write a deposit slip for James C. Morrison for $26 cash and checks for 
$320.10, $516.00, and $25.40. James wants cash back of $50.00 The date 
of the transaction was September 10, 1994. What is his net deposit? 



CHECKJNQ ACCOUNT DEPOSIT SLIP 



DATE- 



10 - 



8IQN HERE FOR CASH RECEIVED 



CASH 


CURRENCY 








COM 




































TOTAL 






macASMfccciWD 






NET DEPOSIT 







Citizens State Bank 

ftanRm tCOQ 

||l2 20 08S7| 1314305 S18 II 



16-66 

1220 



USE OTHER SIDE FOR 
ADOmONAL USTINQ 



BE SURE EACH ITEM IS 
PROPERLY ENDORSED 



2. Write a check for James C. Morrison to Good’s Gym for $216 for a year’s 
membership. The balance in the account before writing this check is 
$1522.80. TTie date is September 20, 1994. 



PAY TO THE 

nRnf=R OF 


350 

« 

16-66 

1220 

$ 


noi 1 ARfI 


Citizens State Bank 




SmmRm choir Nadi IBM 




HFIIO 




||12Z0 0BB7 ||31430SBia II 
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Banking and Checking 



3.0 



Use the chart below to solve the problems that follow. 



V 


Compound Interest 


Ibble 




Ntantertf 


9 % 








1 


1.0600 


1.0900 




1.1000 


2 


1.1664 


1.1881 




12100 


3 


12597 


12950 




1.3310 


4 


1.3605 


1.4116 




1.4641 


5 


1.4693 


12366 




12105 


6 


1.5669 


1.6771 




1.7716 


7 


1.7138 


12280 




1.9467 


8 


12059 


1.9926 




^1436 


9 


1.9990 


2.1719 




2.3579 


10 


2.1569 


22674 




2.5937 



4. $15,000 is deposited at 8% interest compounded annually. What is the 
amount in the account after 6 years? 



5. $3000 is deposited in an account at 10% compounded annually for 2 years. 
How much is in the account at the end of the second year? 



Use the chart below to solve the problems that follow. 



V,. 


onthly In 


stal^ent 


ElpiffSI 


hitcrcst 




NraAcr of MoBtki 






11 


11 


24 


30 


12.0% 


.0888488 


.060982 


.0470735 


.0387481 


12.5% 


.0890829 


.0612146 


.0473073 


.0389844 


13.0% 


.0893173 


.0614476 


.0475418 


.0392215 


13.5% 


.0895520 


.0616811 


.0477770 


.0394595 


14.0% 


.0897871 


.0619152 


.0480129 


.0396984 


14.5% 


.0900225 


.0621497 


.0482494 


.0399380 



6. Find the interest on a loan of $15,000 at 12% for 18 months. 




Banking and Checking 



7. Find the total amount on the loan in problem 6. 



8. Find the monthly payment on the loan in problem 6 and 7. 



9. Find the interest and monthly payment for a $9000 loan at 14% for 2 years. 

interest 

total amount 

monthly payments 



ERIC 
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Banking and Checking 



You Tk-y (p. 35) 

1. $60 

2. 16-66 

3. $35 

4. 4/18/94 

5. $95 

6. less cash received; #6 

7. net deposit; #7 

8. her signature 

You TVy (p. 37) 

1-6 Answers will vary, 
pp. 38-42 

1-3 Correct answers will be determined by 
the teacher. 

4. deposit: $436.23 

5. Alex’s new balance: $471.23 

6. $300.13 

7. Correct answers will be determined by 
the teacher. 

Youiyy(p.44) 

1 . 101 

2. 4/18 

3. WmUChekIt 

4. blouse 

5. $29.33 

6. 4/19; $90 

7. $201 

8. $171.67 

9. $261.67 

pp. 48-49 

1. $475.05; $475.05 

2. $542.94; $542.94 

3. $407.88; $407.88 

You TVy (p. 51) 

new balance: $1013.27. 



YouTkry(p.53) 

amount: $870.02 
(Higinal i»inc4>al: $865.84 
compound interest: $4.18 

pp. 54-55 

1. $12; $812; $12.18: $824.18 

2. $40; $2040; $40.80; $2080.80 

3. $550; $22,550; $563.75; $23,113.75 

4. $14,807.44 

5. $21,936.47 

You Tkry(pp. 58-59) 

1. 24 

2. yes 

3. yes 

4. $630 

5. $28.75 

6. $680 

7. $1520; $2200 

8. Check savings box. New NadtHis 
Bank; 3698-852147; $943.06 

YouTkry(p.61) 

intoest owed: $420 
total amount: $1920 
monthly installment paymoit: $80 

p.62 

1. $900; $5900; $327.78 

2. $325; $2825; $235.42 

3. $562.50; $3562.50; $197.92 

4. $1960; $8960; $373.33 

5. $4331.78; $12,582.78; $419.43 

p.63 

1. $624.96 

2. $3608.28; $358.28 

3. $52.42; $333.08 

4. $5202; $867 

5. $2400; $240 
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Buying and Selling 



o 

ERLC 



1.0 
6.0 

Quiz 

Solve the problems below. Use a separate sheet of paper for computation and 
write the correct answer on each line. 

1 . Find the selling price of a pair of Reebok™ sneakers if the retailer’s cost of 
goods is $40.25 and the markup is $20.75. 



2. Find the selling price of a bike if the retailer’s cost is $120.50 and the 
markup is $105.52. 



3. Find the amount of markup on a $1500 item if the percent of markup is 
52%. 



4. If the markup on stereo equipment is 42%, what is the amount of markup 
on a stereo that costs $350? 



5. Find the selling price of a pair of shorts that cost the dealer $7.00 if the 
markup is 20%. 



6. Bobby’s Hardware had sales of $3820 for May. The cost of goods was 
$1952 and operating expenses were $850. What was Bobby’s gross profit 
and what was the net profit? 

■ j- 

gross profit 

net profit 
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Buying and Selling 




1.0 

6.0 




13. A new shirt costs $22.50, including tax, and you give the clerk $30. How 
much change do you get back? 



14. Find the sales tax on a tape which sold for $10.95 if the rate of tax is 7%. 



15. Find the total price of a $159.95 ring if there is as 7% sales tax on the ring. 



16. A new leather jacket sold for $139.95. There was a 10% excise tax and a 
5% sales tax on the jacket. What was the excise tax? What was the sales 
tax? What was the total amount? 

excise tax 

sales tax 

total amount 

17. Stefan bought 3 shirts and 6 pairs of socks for $85.24, including tax. How 
much change will he receive if he gives the clerk $90.25? 



18. Marlita bought a CD player and a VCR for $25 1.90, including tax. She 
gave the clerk $260. How much change will she receive? 



19. Gerta bought a toaster for $39.95. What is her total cost if the sales tax is 
7%? 
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Buying and Selling 



You 'n-y(pp. 73-74) 


You Iky (p. 82) 


cost: $78.46 


discount: $7.20 


gross profit: $31.38 


sale price: $16.80 


selling i»ice: $109.84 




netproflt: $11.38 


You Iky (p. 83) 


pp. 75-76 


sales tax = .06 X ($2.69 + $3.19 + 
$2.19 + $5.79) 


1. $56 


sales tax: $.87 


2. $544.50 


purchase price = $14.56 + .87 


3. $45.20 


purchase price: $15.43 


4. $129.36 




5. $270 


p.84 


6. $130.90 




7. $159.60 


1. $.08 


8. $378 


2. $.23 


9. $290.40 


3. $.29 


10. $472.50 


4. $.02 


11. $189 


5. $.47 


12. $4.80 


6. $.25 


13. $3.10 


7. $.22 


14. $5.10 


8. $6.45 


15. $18 


9. $2.85 


16. $880 




17. $3201.71 


pp. 85-86 


pp. 77-78 


1. $.19; $.17; 20-lb. bag 

2. $.40; $.34; 5-lb. bag 


1. $.38; $.98 


3. $.33; $.32; $.34; 5 oz. for $1.59 


2. $.41; $.86 


4. $.381; $.380; 5 cans of Coke 


3. $.15; $.52 


5. $.049;$.040;32oz.f(w$1.29 


4. $2.46; $3.28 


6. $.082; $.109; 12 oz. for $.99 


5. $.15; $.54 


7. 1 lb. for $.98 


6. $117.00 


8. $.258; $.259; 10 lb. bag 


7. $1704 




8. $33.75 


p.87 


9. $150 




10. $71.60; $288.58 


1. $3.75 


11. $50; $249.98 


2. $4.20 


12. $950.40; $6230.40 


3. $7.40 


13. $1972.29; $279.34 


4. $62.50 

5. $8.91 


YoulVy (p.80) 


6. $20.80 
7. $46.20 


unit]»ice#l: $1.66 


8. $21.25 


unit price #2: $1.50 


9. $2.50 


unit price of Hanes 3-pk.: > 


10. $5.01 

11. $119.70 
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Buying and Selling 



p.88 

1 . 40 % 

2 . 10 % 

3 . 15 % 

4 . 50 % 

5 . 25 % 

6 . 12 % 

7 . 22 . 5 % 

8 . 25 . 5 % 

9 . 33 % 

10 . 54 . 5 % 

pp. 89-90 

1 . 20 % 

2. $12 

3 . $182 

4 . 20 % 

5 = $ 5.99 

6 . $ 23.96 

7 . $ 233.99 

8 . $ 64.99 

9 . $ 8.95 

10 . $3050 

11 . $182 

12 . $ 99.80 

p.91 

1 . $ 4.17 

2 . $ 6.50 

3 . $ 56.21 

4 . $ 5.33 

5 . $ 17.50 

6 . $ 1.50 

7 . $ 1.16 

8 . $ 7.74 

pp. 92-93 

1 . $ 8.15 

2 . $.43 

3 . $ 9.50 

4 . $ 15 ; $25 

5 . $. 87 ; $ 2.02 

6 . $ 2.25 

7 . $.77 

8 . $16 



9 . $ 175.95 

10 . $ 4.55 

11 . $ 14 ; $7 

12 . $ 134.40 



pp . 94-95 



1 . 


$ 7 ; $ 146.95 


2 . 


$ 5 ; $ 104.95 


3 . 


$ 19 . 26 ; $ 340.21 


4 . 


$ 25 ; $ 524.95 


5 . 


$ 2 . 40 ; $ 42.35 


6 . 


$ 53.50 


7 . 


$ 95.35 


8 . 


$ 16.91 


9 . 


$ 3 . 00 ; $ 62.98 


10 . 


$ 28 ; $378 


11 . 


$ 42.80 


12 . 


$ 1050 ; $ 18,550 


pp . 96-97 


1 . 


$ 4.22 


2 . 


$ 2.20 


3 . 


$ 3.83 


4 . 


$ 3.58 


5 . 


$.80 


6 . 


$ 1.77 


7 . 


$ 4.37 


8 . 


$ 1.25 


9 . 


$.48 


10 . 


$ 5.79 


11 . 


$ 7.50 


12 . 


$ 17.64 


13 . 


$ 6.50 


14 . 


$ 3.30 


15 . 


$ 14.07 


16 . 


$ 4.75 
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Buying and Selling 



Quiz (pp. 23-25) 



1. 


$61 


2. 


$226.02 


3. 


$780 


4. 


$147 


5. 


$8.40 


6. 


$1868; $1018 


7. 


24^ each 


8. 


2 dz. for $4.90 


9. 


$3050 


10. 


$65; $195 


11. 


$1510; $948 


12. 


30% 


13. 


$7.50 


14. 


$.77 


15. 


$171.15 


16. 


$14.00; $7.00; $160.95 


17. 


$5.01 


18. 


$8.10 


19. 


$42.75 
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2.0 



Quiz 

Solve each problem below. Write the correct answer on each line. 

1. Using the previous balance method, find the finance charges on the charge 
account below. 

Finance Charge = Previous Balance x Monthly Rate 
Previous Balance Monthly Rate Finance Charges 

$183.60 1.8% 



2. Find the new balance in problem 1 if the total of purchases was $65.50 and 
payments and credits were $25.00. 



Previous 


Total 


Finance 


Payments 


New 


Balance 


Purchases 


Charge 


and Credits 


Balance 


$183.60 


$65.50 


$3.30 


$25 





3. Henry’s charge account has a previous balance of $352. 10. The rate for the 
cycle is 1.2% and new payments and credits total $125.00. Using the 
unpaid balance method, find the finance charge. 



Unpaid balance = Previous Balance - Payments and Credits 
Finance Charge = Unpaid Balance x Monthly Interest Rate 

4. Henry’s balance is $229.83. Find his next month’s balance, if his new 
purchases are $25 and his payment and credits are $15. 




Borrowing and Lending 



2.0 



5. Find Mrs. Johnson’s finance charges and new balance with the information 
given below. 

Average Periodic Finance Previous Total New 

Daily Rate Charge Balance Purchases Balance 

Balance 

$200 1.5% $174 $45 

6. Find the installment payment on an installment loan. Use the chart below 
for information. 



Amount 


Total 


Number of 


Installment 


Financed 


Interest 


Payments 


Payment 


$265 


$27.50 


12 




7. Find the 


total installment cost if the down payment is $125 and the total of 



monthly payments is $862.50. 



8. The fmance charge of $220 is applied to an installment plan on a dirt bike 
that has a cash price of $1020.50. It will be financed for 18 months. Find 
the monthly payment. 



9. Robert and Cassandra are considering purchasing a new bedroom suite. 

The cash price is $1350. If they make an installment loan with a down 
payment of $150 and make 15 monthly payments of $92, how much would 
they pay in finance charge? What would be the total cost? 

finance charge 

total cost 
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10. What is the amount of a 15% down payment for a $350 washing machine? 



11. Find the amount of the monthly installment payment for an item that costs 
$2842 if an $800 down payment is made and interest charges are $652.50. 
Payments will be made for 18 months. 



Find the finance charge for the item below. 






Down 


Total Installment 


Cash 


Finance 


Payment 


Payments 


Price 


Charge 


$250 


$1100 


$1210 
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You IVy (p. 104) 

1. yes 

2. no 

3. yes 

4. no 

5. 4 years 

You IVy (pp. 106-108) 

unpaid balance: $496.23 
finance charge: $7.44 
finance charge: 0 

You IVy (p. 110) 

1. 064-173-357-15 

2. 6-25-94 

3. $800 

4. $50 

5 $7.33 

6. $496.23 

7. $20 

p. Ill 

1. $.34 

2. $3.24 

3. $10.43 

4. $1.02 

5. $.90 

6. $3.66 

7. $1.11 

8. $.29 

9. $2.43 

10. $1.50 

p. 112 

1. $35.20 

2. $163 

3. $40.22 

4. $67.75 

5. $27.80 

6. $3.03 

7. 0 

8. $411.80 

9. $140.35 

10. $820.20 



p. 113 

1. $.30; $21.80 

2. $1.62; $32.37 

3. $.66; $6.47 

4. $11.09; $523.59 

5. $5.28; $332.53 

6. $1.47; $129.64 

7. $.63; $7.80 

8. 0; $10.80 

9. $.25; $9.95 

10. 0; $141.74 

p. 114 

1. $18.37; $715.95 

2. $10.55; $433.45 

3. $8.00; $395.95 

p. 115 

1. $202.02; $3.64 

2. $796; $14.33 

3. $115.98; $1.86 

4. 0;0 

5. $100; $1.71 

6. 0;0 

7. $15; $.27 

8. $100.90; $1.73 

9. $30.84; $.49 

10. $196.25; $2.94 

p. 116 

1. $2.25; $261.25 

2. $2.80; $228.80 

3. $1.88; $206.88 

4. $3.83; $228.83 

5. $1.44; $236.44 

6. $1.73; $220.23 

7. $2.25; $153.05 

8. $.85; $249.05 

9. $330.58 
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p. 117 


pp. 124-125 


1. $201.45 


1. $37.10; $227.90 


2. $167.50 


2. $30.11; $572.09 


3. $51.50 


3. $89.25; $760.75 


4. $191.65 


4. $39.13; $613.07 


5. $176.95 


5. $52.50; $297.50 


6. $177.30 


6. $21; $241.48 


7. $146.45 


7. $348.95; $1832 


8. $176.85 


8. $219; $254.25 


9. $248.89 


9. $51.60; $378.39 




10. $300; $1200 


You Try (p. 119) 






p. 126 


down payment: $125 




amount financed: $500 


1. $650.40; $785.40 




2. $455.40; $505.40 


You IVy (p. 120) 


3. $1440; $1690 




4. $732; $882 


mOTitliiy payiTicni; $31.9G 




installment price = $574.20 


6. $1890; $2411 


amount financed: $574.20 


7. $459; $599 


finance charge: $74.20 


8. $789.60; $910.55 




9. $2169.36; $2385.11 


p. 122 


10. $3964.80; $5164.80 




11. $4713 


1. $20.21 




2. $22.38 


p. 127 


3. $50.52 




4. $189.52 


1. $185 


5. $400 


2. $227.72 


6. $672.80 


3. $33.22 


7. $750 


4. $320 


8. $1250 


5. $649.75 




6. $250 


p. 123 






p. 128 


1. $197 




2. $50.51 


1. $120.05 


3. $147.45 


2. pay cash; He will save $630. 


4. $810.42 


3. yes; He would pay $661.42 with 


5. $146.10 


installment plan and he would save 


6. $322.20 


$61.42 if he paid cash. 


7. $235 




8. $360 
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Borrowing and Lending 



Quiz (pp. 31-33) 

1. $3.30 

2. $227.40 

3. $2.73 

4. $242.71 

5. $3; $222 

6. $24.38 

7. $987.50 

8. $68.92 

9. $180: $1530 

10. $52.50 

11. $149.69 

12. $140 
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Purchasing a Car 



8.0 



Quiz 

Solve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 



1 . Find the total cost of each car listed below and the cost of financing. 



Cash 


Down Amount 


Monthly 


Months 


Total 


Finance 


Price 


Payment Financed 


Payment 


to Pay 


Cost 


Charge 


$17,447 


$500 


$398 


48 






$17,142 


$3000 


$249 


60 






$6845 


$2000 


$150 


36 






$4774 


$750 


$185 


24 







2. Lattrice had her car in the shop for repair. Her car needed brake shoes and a 
complete tuneup. What was her repair bill if the brake shoes were $18.95 
and the labor was $45 and the tuneup was $35 for parts with $60 labor? A 
6% sales tax is charged on parts but none is charged on labor. 

amount of bill 

3. Rowena drives 440 miles a week on her job. Her car gets 20 mpg and she 
buys premium unleaded gas for $1,349 per gallon. What is her gas bill for a 
week? A year? Round the answer to the nearest cent. 

week 

year 

4. Maurice’s dad bought a new car 5 years ago for $18,750. He can sell the 
car now for $14,250. What was the average annual depreciation? 

average annual depreciation 
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Purhasing a Car 



8.0 



Annual Premium = Annual Base Premium x Driver-rating Factor 

5. Susan's driving-rating factor is 1.85. Her liability coverage includes 15/30 
bodily injury, and her property damage coverage is $25,000. Her car is in 
age group C and insurance-rating group 5. She chooses to carry full 
comprehensive coverage, and $50-deductible collision insurance. Use the 
charts below to tind the annual liability premium, the annual premium for 
comprehensive and collision, and the annual insurance premium. 





RROfERTY J pv BpDILir INJURY UMIJS#^* 
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annual liability premium. 



annual premium for 
comprehensive and collision 



annual insurance premium 
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Purchasing a Car 



You IVy (p. 135) 

total options: $2654.50 
sticker price: $12,781.50 

Youiyy(p.l36) 

dealer’s cost = $5081.60 + $1067.99 
dealer’s cost: $6149.59 

Youiyy(p.l39) 

fair retail price = ($4125 + $250) - 
$575 

fair retail price: $3800 

p. 140 

1. $2454.28 

2. $822.55 

3. $3499.01 

4. $975 

5. $854.25 

6. $104 

7. $202 

8. $1310 

Youiyy(p.l43) 

annual liability premium: $181.74 

Youiyy(p.l45) 

annual base prmium: $68 
annual premium: $132.60 
annual insurance premium = $181.74 + 
$132.60; 

annual insurance premium: $314.34 
p.l46 

1. $93.20; $167.76 

2. $113.20; $350.92 

3. $111.20; $161.24 

4. $108; $124.20 

5. $216.84 

6. $412.92 



Youiyy(pp. 148-149) 

1. 85 Custom Corsair 

2. 108,795 

3. Richard Schmidt 

4. $33.85; $238; labw; $204. 1 5 

5. $2.20 

You TVy (p. 150) 

total dq>reciation; $4970 
average annual d^reciation: $994 

Youiyy(p.l51) 

cost per mile: $.19 

p.152 

1 . $.11 

2. $1432.17; $.12 

3. $1539.45; $.26 

4. $.06 

5. $41.65 

6 . $.12 

7. 35 miles 

p.l53 

1. V 

2. F 

3. V 

4. V 

5. V 

6. V 

7. F 

8. V 

p. 154 

1. $2580 

2. $1900 

3. $1730 

4. $4495 

5. $1000 

6. $15,000; $5000 
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Purchasing a Car 



Quiz (pp. 39-40) 

1 . $ 16 , 947 ; $ 19 , 104 ; $2157 
$ 14 , 142 ; $ 14 , 940 ; $798 
$ 4845 ; $ 5400 ; $555 
$ 4024 ; $ 4440 ; $416 

2 . $ 162.19 

3 . $ 29 . 68 ; $ 1543.36 

4 . $900 

5 . $ 179 . 82 ; $ 155 . 40 ; $ 335.22 
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Paying Your Taxes 



Quiz 



4.0 




Follow the directions for each item below. Your teacher will provide the 
necessary forms. 

1 . Fill out a W-4 form for Sue N. Jones. 

Sue N. Jones of 217 West Mill Street, Johnson City, MN 56507, is single 
and works a few hours each month at the local bowling alley. She paid no 
income tax last year and expects to earn $450 this year. She is 17 years old 
and a full-time student. Her mother claims her as a dependent. She has no 
other income. Her Social Security number is 987-00-1200. 



2. Use the W-2 Form below to answer the following questions. 



3. Employer's name 


4. Subtotal Conection 
□ □ 


Vbid 

□ 


State form number 


ABC Inc . 

700 W. Washington 
Bismarck, ND 58501 


5. Employer's ideritification nurnber 

10-1223243 


Cihf form number 






6. Advance EIC payment 


7. 





10-1223243 



(^siatonui^ CopyC For employee's records. 



Employee's socia) security no. 

987-00-0001 



9. Federal nooms tax wlhheld 

145.90 



10. Wages, tip^ other 
oorripensation 

il40 



11. FtCA tax withheld 

163.71 



3. Employee’s name 
Pat M. Jackson 


14. Pension plan coverage? 
y«/no ^ 


15.* 


16. FICA tips 


1400 W. Washington 
Bismarck, ND 58501 

3. Employee's address and zip code 


18. State income tax 
withheld 


19. Stale wages, tips, elc. 

2140 


19. Name of State 


21. Local income tax 
withheld 


22. Local wages^ tipe^ etc. 


23. Name of locality 








Wage and Tax Statement 19-94 



11 Total FICA wages 
2140 
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Form W-2 



Paying Your Taxes 




How much was withheld for federal income tax? 



What were Pat’s gross wages? 



3. Fill out a correct Form 1040A for Lisa M. Sample, who is single, is 

claimed by her parents as a dependent on their return, and does not want to 
contribute to the Presidential Election Campaign Fund. Use the W-2 
information provided below. 

W>2 information: 

Lisa M. Sample 

215 Rogo’S Street, Garden, LA 64312 
SS# 821-00-1234 
Garden! Center 

500 Rose Lane, Garden, LA 64312 



Employer’s ID# 10-5551212 

1099-INT information: 

Garden! National Bank 

101 Main St., Garden, LA 64312 

Payer’s ID# 10-1234567 

Fed. income taxes withheld $12 

Wages $1950 

SS tax withheld $120.90 

Medicare tax withheld $28.28 

SS wages $1950 

Interest income $817 

SS wages $1950 

Medicare wages and tips $1950 
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Paying Your Taxes 




4. Use a Child and Eiependent Care (Schedule 2) form to answer the 
following questions about Jason. Jason has 2 sons who attend preschool. It 
cost Jason and his wife $425 per month for the boys to attend this school. 

On which line would Jason write the preschool’s name? 

What number would he put on line 3? 

What is the maximum amount of qualiHed expenses that Jason can enter on 

line 4? 

5. Refer to Schedule A-Itemized Deductions to answer the following 
questions about the Wilsons. Robert and Jane Wilson have medical and 
dental expenses of $3125. Their adjusted gross income from line 32 is 
$36,250. Their moving expenses were $2650. 

What is the total of the Wilsons’ medical and dental expenses that they 

should enter on line 1? 

What is the amount to be entered on line 2? 

What amount should they enter on line 3? ^ ■ 

Is the amount on line 3 greater than or less than line 1 7 

What does that result mean for Robert and Jane? ' 

What was the total of the Wilsons’ moving expenses? 

On which line will they enter the amount of moving expenses? 
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Paying Your Taxes 



You IVy (pp. 163-164) 


You IVy (p. 182) 


1. A,BorC, D, E,F 


1. Line 1 


Line D: 2 


2. 2 


Line G: answers vary 


3. $4800 


2. A, C, and E 


4. .23 


Answers will vary, but may include 


5. $1104 


using 2 earner worksheets. 




3. Line S 


You Try (pp. 185-186) 


YoulVyCp. 166) 


1. $4600; Line 1 

2. $32,000 


1. $2255 


3. $24(X); Line 3; less than; 


2. FIT: $315.70 


amount of itemized deductions for 


HCA: $151.09 


medical expenses. This cost can be 


State income tax: $53.40 


deducted from bis taxable inanne. 
4. $3000; Une 18 


pp. 167-168 




pp. 188-189 


Correct answers will be determined 




by the teacher. 


1. $2865; Line 1 

2. $33,550 


p. 169 


3. $214.88; Line 3; less than; amount of 
itemized deductions 


1. FIT: $425 


4. $2835; Une 18 


2. $2750 


5. $3345; Une 1 


3. 000-00-4327 


6. $34,200 


4. Scott’s Etepartment Store 


7. $250.88; Line 3; less than; amount of 


5. HCA: $210.38 


itemized deductions 
4. $$2835; Line 18 


You TVy (p. 172) 






Quiz (pp. 43-45) 


1 . filing status: head of household 




form: 1040 


1. CtMTect answo' will be determined by 


2. filing status: qualifying widower with 


the teacher. 


dependent child 


2. $145.90; $2140 


form: 1040A 


3. Correct answa will be determined by 


3. filing status: single 


the teacher. 


form: 1040 EZ 


4. Line 1; 2; $4800 

5. $3125 


You TVy (p. 177) 


$36,250 

$2718.75 


1. refund 


less than 


2. $145 


can deduct the difference of $406.25 
$2650 


pp. 178-179 


Line 18 


Correct answers will be determined 
by the teacher. 
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Choosing a Place to Live 



9.0 



Quiz 

Solve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 

1 . Joseph purchased a house for $82,750. He made a down payment of 30% 
of the cost of the house. How much was his down payment? 



2. The monthly payments on Jerry and Joan’s mortgage are $365.60. Their 
mortgage is for $40,000. How much will they pay in interest if they have a 
30-year mortgage? 



3. Brock’s house has a market value of $78,500 and an assessment rate of 
80%. What is the assessed value of his house? 



4. Rae owns a house with an assessed value of $42,500. Her tax rate is 32.5 
mills. What is the amount of her property tax? 



5. Linda’s mortgage agreement requires that she insure her house for 80% of 
its replacement value. The replacement value of her house is estimated to 
be $74,500. What is the required amount of her insurance policy? 
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Choosing A Place to Live 




6. Linda’s insurance policy (in problem 5 above) pays 50% of her policy 
amount for damage to personal property. If she loses all her household 
goods in a flood, how much will her insurance pay if her house is insured 
for 80% of its value? 



7. Use the table on page 2 15 to find the cost of Linda’s insurance (problem 5) 
if she lives in a brick house that is in protection class 10. Her monthly 
payment would range between what two prices? 



8. Find the cost of hardwood flooring for a room that is 18 feet by 12 feet if it 
costs $12.50 to cover 9 square feet. 



9. Tom remodeled his family room at a cost of $2300. If he expects the 
remodeling to last for 15 years, how much is the cost per year? 



10. Find the cost of painting four walls of a room that is 18 feet long, 12 feet 
wide, and 8 feet high, if the cost of paint is $9.50 per gallon and a gallon 
covers 500 square feet. 
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Choosing a Place to Live 



You Try (pp. 198-199) 


pp. 209-210 


1. Small studio in excellent location. 


1. $54,640 


Coin-operated laundry on property. 


2. $374.79 


$500 monthly, including all utilities. 


3. $121,698 


Available 7/23/94. First month’s rent. 


4. $374.79 


security and cleaning deposit 


5. $66,160: $172,864 


required. Call SSS-24S8 




2. Cute cabin with view, private 


You Try (pp. 211-212) 


sundeck, near town. Woodstove. 




Available now. $475 monthly. Call 


assessed value: $55,250 


555-5878. 


real estate tax: $1215.50 


3. Small 2 bedroom apartment with 




large sundeck close to transportation. 


pp. 213 


$580 first and last month’s rent and 




security deposit of $300. 555-5555 


1. $1962.50 


leave a message. 


2. $1800 


4. Small ^artment, 2 bedrooms, 1 bath. 


3. $1122 


flreplace. No pets or smddng. $450 


4. $1760 


monthly. 555-5346 or 555-4366 leave 




message. 


You 1)7 (p. 216) 


You IVy (pp. 200-201) 


amount of coverage: $52,000 
amount of coverage: $50,000 


1. $237.50 


annual premium: $157 


2. $515 




3. $335 


You IVy (pp. 217-218) 


4. $332 


5. $2375 


monthly escrow account: $114.38 
monthly payment: $542.04 


p.203 






You 1)7 (p. 219) 


1. $560 




2. $274 


rectmunended maximum: $743 


3. $333.75 


total monthly costs: $733.15 


4. $320 


yes 


5. $747.50 






p.220 


You IVy (pp. 206-208) 






1. $219 


down payment: $9375 


2. $193 


mortgage loan amount: $53,125 


3. $23.08 pa month 


total interest charged: $100,832.60 


4. $464.25; yes 


closing costs = $35 + $106.25 + $60 + 


5. $773.33 


$100 + $159.38 + $53.13 




closing costs: $513.76 
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Choosing a Place to Live 



You 'n-y (pp. 222-224) 
area: 448 

amount of paint needed: 1.12 
amount of paint to purchase: 2 gal. 
perimeter: 300 ft 
amount of fencing: 300 ft 
wall area: 3S2 sq. ft 
single rolls needed: 4.88 
single rolls to buy: S 
double rolls: 3 
cost: $97.30 

p.225 

1. $257.78 

2. $164.80 

3. 4 double rolls 

4. 384 feet 

5. $51.52 

Quiz (pp. 49*50) 

1. $24,825 

2. $91,616 

3. $62,800 

4. $1381.25 

5. $59,600 

6. $29,800 

7. $197-$229 

8. $300 

9. 153.33 

10. $9.50 
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Investing Your Money 




Quiz 

Solve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 



1 . Sylvia decided to take out a 4-year certificate of deposit which was paying 
7.25%. She deposited $2000. How much interest will she have in her 
account at the time of maturity? (Use the table on page 236 in the student 
book.) 



2. Sean purchased a savings bond with a face value of $300. What was the 
cost of the bond? 



3. Richard purchased a $300 Series EE bond and cashed it in five years after 
he purchased it. How much was the accrued interest? (Use the table on 
page 243 in the student book.) 



4. Etetermine the current yield (to the luarest tenth of a percent) of a bond 
with a par value of $ 1000 that has a quoted price of 82 V 4 and a rate of 
6 V 4 return. 



5. Find the cost of buying 100 shares of stock at $10.50 per share with a 
broker’s fee of $30. 
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Investing Your Money 



You'n-y(p.237) 


p.250 


total amount: $1544.89 


1. $250 


interest earned: $544.89 


2. $100; $102.20 


pp. 239-241 


3. $60.42 

4. $6029 


1. $529.59; $29.59 


p.251 


2. $2032.31; $32.31 




3. $4233.90; $1033.90 


1. $1163.75 


4. $2162.84; $312.84 


2. $1095 


5. $18,963.48; $8963.48 


3. $49.95 


6. $2568; $568 


4. 107.42 


7. $6637.22; $3137.22 




8. $507.14; $7.14 


You Try (pp. 253-254) 


9. $13,330.04; $4830.04 




10. $1040.98 


annual dividend per share: $1.75 


11. $22,169.44; $2169.44 


current yield: 5.48% 


12. $2354.35 




You'n-y(p.243) 


annual dividends per share: $1.75 
total annual earnings: $70 


cost of Series EE bond: $250 


annual income expected: $930 


redemption value: $50.55 


number of shares: 300 


You'n-y(p.246) 


total mariret price: $14,400 


market price: $950 


conunission: $261 


discount 




annual int^st: $65 


. total investment: $14,661 


annual yield: 6.8% 






You IVy (pp. 255-256) 


You Tl-y(pp. 248-249) 




total price: $596 


price per share: $42.50 
selling price: $1700 


total price: $1006 




net asset value: $18.% 


selling price: $1700; commission; $35.75 
profit: $387.36 


amount received: $474 




loading rate: 05 


selling price per share: $12.50 
total nuuket ]Hice: $1875 


loading charge: $25 




no. of charges = $500 - $25 $18.27 


total market price: $1875 
net proceeds: $1831.17 


number of shares = $475 $18.27 




numbo* of shares: 25.99 or 25 







Investing Your Money 



p.258 


p.265 


1. $5000; $5075.50 


1. $6260 


2. $7500; $7580 


2. $9840 


3. $2100; $2163 


3. annual rental iiKXHne: $6900 


4. $5500; $5577 


annual expenses: $5815 


5. $7200; $7325.50 


annual net rental income: $1085 


6. $30,000; $30,900 


4. $2870 


7. $5500; $5665 




8. $5625; $5765.63 


p.266 


9. $500; $3060 




10. $2250; $67.50 


1^. Answers will vary. 


p.259 






Quiz (pp. 53-54) 


1. $109 




2. $53 


1. $672.78 


3. $150.75 


2. $150 


4. $276.25 


3. $77.40 


5. $131.25 


4. 8.2% 


6. $75.38 


5. $1080 


7. $130 


6. $53 


8. $57 


7. $7300 




8. $7373 


p.260 


9. $393.50; loss 




10. $29.21 


1. $2204.50 




2. $1287.66 




3. $3662.50 




4-5. Teacher will determine the correct 


\ 


answers. 




YouI^y(p.263) 




property value: $45,000 




depreciation: $900 




annual expenses = $4800 + $900 + $2680 




annual expenses: $8380 




rent per month: $800 




annual rental income: $9600 




annual net rental income = $9600 - $8380 




annual net rental income: $1220 
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Planning for Retirement 



Quiz 



10.0 




Solve the problems below. Write the correct answer on each line. 
Round each answer to the nearest cent. 

Annual Premium = Number of Units Purchased x Premium per $1000 
Number OF Units PuRCHSASED = Face Value + Unit Value 



Annual Premiums Per $1000 of Life Insurance 






16 




IMoTwr Puyiwmf 




20 


25 


$ 7.01 


$ 13.61 


$ 25.16 


$ 45.22 


25 


30 


7.87 


15.57 


27.63 


45.49 


30 


35 


9.06 


18.30 


30.60 


46.04 


35 


40 


10.66 


21.74 


33.97 


47.42 


40 


45 


12.93 


26.25 


38.69 


47.42 


45 


50 


15.88 


32.15 


44.49 


52.56 


50 


55 


20.27 


39.92 


51.38 


57.23 


55 


60 


28.43 


49.49 


60.15 


63.00 





Insured 


Age 


Ann. Prem. 


Type of Coverage 








per $1000 


Coverage 




1. 


Angela 


25 




term 


$30,000 


2. 


Randy 


32 




whole 


$25,000 


3. 


Josd 


45 




20-year 


$40,000 


4. 


Helen 


60 




20-yr. endow. 


$75,000 



Units Premium 



5. Juan decided to protect his family by taking our a whole life insurance 
policy for $50,000. He is 25 years old. What will be his annual premium? 



Juan’s premium. 



Planning for Retirement 




10.0 



Semi* Annual Premium s Percent x Annual Premrjm 
Quarterly Premium = Percent x Annual Premium 
Monthly Premium = I^cent x Annual Premium 




Insured 


Ann. Prem. 


Payment Plan 


6. Angela 


$175.25 


Semi-annual 


7. Randy 


$760.90 


Quarterly 


8. Shakita 


$169.85 


Semi-annual 


9. Terrell 


$1013.50 


Monthly 



Premium Due 
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Planning for Retirement 



10.0 




10. Jamie wants to buy a $50,000 whole life policy. Her annual premium is 
$1607.50. If she paid her premiiuns quarterly, what will her premiums be? 



Jamie’s premiiun 

Social Security Tax = Tax Rate x Earnings 












fEinployMM:^:. 









?feSIS 









pSfi 

iSS» 

IS 

j^pt 

i ^,W ~ 








WMWfA 

M7 j 66K 










’^iSlSs 

mm 

i^$4635.90a 



|:10j00%# 

iio:oo%i 



|10X)0%^ 






WM 

pm 



>f$«soloo£ 

f$4800.00| 

|$ 63 oaoo| 

^$6060.001 

v;. r;;> « 



Name 



Gross Income Emp. Year 



Soc. Sec. Status 



Tax 



11 . 

12 . 

13. 



Angela 


$48,000 


1990 


self-employed 


Tamika 


$58,200 


1994 


employee 



Juan’s annual salary in 1993 was $33,900. How much Social Security tax 
did he pay if he was self-employed? 

Juan’s Soc. Sec. tax 
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Planning for Retirement 




10.0 




• Semi-private room 

• Regular nursbrg services 


• Physician’s services 

• Casts, wheelchairs 


• ConvenietKe Items 
TV 

Teleplione 


• Prescription druos 

• Routine physicaT exams 

• Eyeglasses, hearing aids 


• $180deductibto 


• $60 dediK^dble 

• 20% of remaining cost 



Patient's Share ot Hospital Cost = Deductible + Uncovered Expenses 

Medical Cost = Deductible + Uncovered Expenses + 20% (Physician’s 

FE£S - I^uctible) 

Total Cost = Patient's Share of Hospital Cost + Patient's Share of 

Medical Cost 

14. Ggrta’s aunt had major surgery 2 weeks ago. She asked GSrta to help her 
determine the cost of her hospital expenses. The hosital sent a bill for 
$12,(XK) including $40 for TV, $20 for telephone service, $250 for 
prescriptions and $3500 for physician services. What was her share of the 
total cost? 



hospital cost 
medical cost 
total cost 
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Final Average Salary = Sum c»r the last five years + 5 

Annual Pension = Final Average Salary x Years of Service x Rate of 

Benefit 

IS. Chris is trying to determine his retirement benefits. He plans to work for 25 
years or until he is 62 years old. He figures that, at his present rate, his last 
five years should be as follows: $44,000; $48,000; $50,000; $52,000; and 
$54,000. The company’s rate of benefit is 1.5%; what will his annual 
pension be? 
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FIT BEFORE Keough CoNnuBUTioN = FIT Rate X Taxabi^ Income 
Contribution to Keough = 10% of Gross Income 
Taxable Income after Keough Contribution = Taxable Income - 

C(»muBUTioN TO Keough 

FIT AFTER Keough Contribution = FIT Rate x Taxable Income after 

Keough Contribution 

Tax Savings = FIT before Keough Cot<tribution - FIT after Keough 

Contribution 

16. Jim decided he needed additional income to maintain his standard of living. 
He determined his gross income would be $36,500. His taxable income 
after business expenses would be $26,900. The FIT rate is 20% of his 
taxable income. Randy contributed 10% of his gross income to his Keough 
account This reduced his income tax to 18% of his taxable income. How 
much did he save in federal income tax? 

FIT before Keough contribution 

contribution to Keough 

taxable income after Keough contribution 

FIT after Keough contribution 

tax savings 
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Planning for Retirement 



You ■Rry (pp. 274-275) 


You Tlryfpp. 282-283) 


number of units purchased: SO 


1. $180; $230 


annual premium = SO x $13.61 


2. $340; $140; $540 


annual premium: $680.50 
face value: $75,000 


3. $230; $540; $770 


number of units purchased: 75 
aimual premium = 75 x $45.22 


p.284 


annual premium: $3391.50 


1. $2800 
2. $4605.30 


You Tlry (p. 276) 


3. $3702.60 

4. $5320 


quarterly premium = 25.5% x $3391.50 


5. $4600 


quarterly premium: $864.83 


6. $5830 

7. $3924.45 


p. 277 


8. $1453.50 

9. $2390 


1. $7.01; 25; $175.25 

2. $18.30; 50; $915.00 


10. $4276.35; $4276.35 


3. $44.49; 10; $444.90 

4. $63; 75; $4725 


pp. 285-286 


5. $20.27; 30; $608.10 


1. $230; $908; $1138 


6. $46.04; 80; $3683.20 


2. $430; $1204; $1634 


7. $49.49; 20; $989.80 


3. $260; $1408; $1668 


8. $44.49; 45; $2002.05 


4. $230; $748; $978 


9. $677.25 
10. $9882 

p. 278 


5. $230; $768; $998 
You Try (pp. 288-289) 

sum of last five years: $292,400 


1. $196.57 


final avo'age salary: $58,480 


2. $390.15 


final avaage salary: $58,480 


3. $130.59 

4. $126.20 


annual pension: $19,298.40 


5. $786.11 

6. $92.40 


You 11ry(pp. 292-293) 


7. $614.18 


1. $32,500; $6500 


8. $536.11 


2. $39,750; $3975 


9. $172.70 


3. $28,525 

4. $28,525; $5134.50 


You11ry(p.280) 


5. $1365.50 


nCAThx = 7.65 x $39,765 
nCATax = .0765 x $39,765 


pp. 299-300 


nCAThx: $3042.02 


1. $37,500 


amount employer contributed annually: 


2. $5780; $3850; $4509; $1271 


$3042.02 


3. Correct answa will be determined by 
the teacher. 





65 



Planning for Retirement 



Quiz (pp. 57-63) 

1. $7.01; 30; $210.30 

2. $18.30; 25; $457.50 

3. $44.49; 40; $1779.60 

4. $63; 75; $4725 

5. $778.50 

6 $88.50 

7. $194.03 

8. $85.77 

9. $86.15 

10. $409.91 

11. $4800 

12. $4452.30 

13. $3390 

14. $240; $998; $1238 

15. $18,600 

16. $5380; $3650; $23; $250; $4185; 
$1195 

17. Answers will vary. 
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Correlation of Student Performance Standards 
Course Number: 1205370 










1. Demonstrate 
the ability to 
use rational 
numbers to 
solve problems 
involving 
purchasing goods 
and services. 


1.01 Plnd selling price, gross profit, and net 
profit. 


3 




1.02 Plnd die unit price and determine the 
best buy. 


3 




1.03 Confute discoimts and discount rates. 


3 




2 04 Determine change from a given 

amount after a purchase. 


3 




2. Demonstrate 
the ability to 
solve problems 
involving the 
cost of credit, 
mstallment 
buying, and 
borrowing money. 


2.01 amoimt of finance chaige on 

a chafge accoimt. 


4 




2.02 Find the balance due on a charge 

accoimt statement, including interest 
charges on unpaid balance. 


4 




2.03 Find die amount of down payment on 
an installment purchase. 


4 




2.04 Determine die amount of an 
installment payment. 


4 




2.05 Find die total installment price and 
carrying charge. 


4 




2.06 Determine die advantages and 

disadvantages of installment buying. 


4 




3. Demonstrate 
the ability to 
solve problems 
involving 
checking 
accoimts, 
savings 
accoimts, 
and loans. 


3.01 Correctly con^lete a check and fill 
out deposit slips and check stubs. 


2 




3.02 Reconcile bank statements with 
checkbook balances. 


2 




3.03 Confute the amount on deposit in a 

compound interest savings account. 


2 




3 04 Find die interest, total amount, and 
monthly payment due on a loan. 


4 
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4. Demonstrate 
the ability to 
solve problems 
involving 
different types 
of investments 
(stocks, bonds, 
money market, 
real estate, etc.). 


4.01 Detennine the cost of buying stocks 

and find divideKls earned. 


8 




4.02 Determine the selling price and the 

annual interest on a bond. 


8 




4.03 return on an 

investment. 


8 




4.04 E^istinguishbetweendifferent 
types of investments. 


8 




4.05 Discuss risks and returns related to 
investments. 


8 




5. Demonstrate 
the ability to 
solve problems 
involving 
personal 
income and 
budgeting 
(wages, hourly 
rates, deductions, 
benefits, etc.). 


5 Qi Find regular and overtime earnings 

* based on an hourly wage. 


1 




5.02 Calculate wages when paid on the 
price-rate basis. 


1 




5.03 Calculate wages when paid on a 

commission basis. 


1 




5.04 Find F.l.C.A. deductions on earnings. 


1 




5.05 Determine amounts to be withheld for 

federal income tax. 


1 




5.06 Find the amount of net income after 
various deductions and benefits. 


1 




5.07 Prepare a budget. 


1 




6. Demonstrate 
the ability to 
solve problems 
involving 
different 
kinds of 
taxes. 


6.01 excise taxes on a 

purchase. 


3 




6.02 Find the total price of a purchase 

including taxes. 


3 
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7. Demonstrate 
the ability to 
complete an 
income tax 
form. 


7.01 Complete both the long and short 

form for determining income taxes 


6 




7.02 Complete a W-4 withholding 
exemption form. 


6 




7.03 Complete forms for itemized 
deductions and diild care. 


6 




8. Demonstrate 
the ability to 
solve proolems 
involving 
buying, owning, 
and operating an 
automobile. 


8.01 Determine die cost of financing a car. 


5 




8.02 the cost of operating a car. 


5 




8.03 Determine annual depreciation. 


5 




8.04 Determine piemiums for automobile 
insurance. 


5 




9. Demonstrate 
the ability to 
solve problems 
involving 
owning and 
maintauiing 
a home. 


9.01 Ccmipare die cost of renting with the 

cost of buying a home. 


7 




9.02 Determine the cost of buying a home. 


7 




9.03 Determine die property tax. 


7 




9.04 Determine the monthly cost of utilities. 


7 




9.05 Determine policy premiums and 

company liabilities for fire insurance 
and ra>me owner's insurance. 


7 




9.06 Calculate and estimate the cost of 
home repairs and maintanence. 


7 




10. Demonstrate 
the ability to 
solve problems 
involving 
provisions for 
retirement 
(investments, 
insurance, social 
security, etC;). 


10.01 Solve probl^ns involving investments 
for retirement irKluding B^'s and TSA. 


9 




10.02 Solve problems involving life 

insurance to include term and whole 
life types. 


9 




10.03 Solve problems in involving social 
security and hospitilizatioiiDenefits. 


9 
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Multimedia Bibliography 

Computer Software 

Banking. (MF136A-D2.) Culver City, CA: Social Studies School Services, 1985. 

Checkbook: A Simulation of Money Activities in Daily Ufe. (INT150-D2.) Culver 
City, CA: Social Studies School Services, 1984. 

Credit: The First Steps. (MCE131A-D2.) Culver City, CA: Social Studies School 
Services, 1986. 

Earning Money By the Hour. (MMV3000A.) Smyrna, GA: Franklin McNeal, Ltd. 

Insurance: Sorting it Out. (MCE148A-D2.) Culver City, CA: Social Studies 
School Services, 1986. 

Investing in Stocks. (MMV3(X)6A.) Smyrna, GA: Franklin McNeal, Ltd. 

Math for the Young Consumer. (15-OCM-OlA.) Waltham, MA: Cambridge 
Development Laboratory, Inc. 

Mathematics for Consumers. (MMB3103A.) Smyrna, GA: Franklin McNeal, Ltd. 

Money Management. (MF137A-D2.) Culver City, CA: Social Studies School 
Services, 1985. 

Personal Money Management. (CX100-D2.) Culver City, CA: Social Studies 
School Services, 1984. 

Real Estate and Sales Taxes. (MMV3002A.) Smyrna, GA: Franklin McNeal, Ltd. 

Survival Math Around the Home. (INT3162A.) Smyrna, GA: Franklin McNeal, 
Ltd. 

Survival Math Food Shopping. (INT3165A.) Smyrna, GA: Franklin McNeal, Ltd. 

Survival Math on the Job. (INT3163A.) Smyrna, GA: Franklin McNeal, Ltd. 



O 

ERLC 



73 78 



Appendix B 



Videocassettes 



Clothing Dollars and Sense: Wise Buying Habits. (SDA166V-D2.) Culver City, 
CA: Social Studies School Services, 1990. 

Housing and Transportation. (HRM268V-D2.) Culver City, CA: Social Studies 
School Services, 1991. 

How to Buy a Used Car. (MerlOSV.) Culver City, CA: Social Studies School 
Services, 1988. 

Managing Your Personal Finances. (MER121V-D2.) Culver City, CA: Social 
Studies School Services, 1989. 

Sources 



Cambridge E>evelopment Laboratory, Inc. 
86 West Street 
Waltham, MA 02154 

Franklin McNeal, Ltd. 

P.O. Box 2335 
Smyrna, GA 30081-2335 
1-800-358-8302 

Social Studies School Services 
10200 Jefferson Blvd. Room 1911 
Culver City, CA 90232-0802 
1-800-421-4246 
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Budgeting Your Income 



Vocabulary 

Study the terms and definitions below. 

Expenses 

budget a plan for spending and saving 

money; a plan to meet your 
obligations and to acquire 
savings 

expenses money spent on various things 

that are needed or wanted; costs 

fixed unchanging; remaining the same 

income money received for working, 

from investments, or other 
sources 

utilities services such as electricity, gas, 

water, and garbage pickup 

variable changing from time to time 

Employment Options 

application a form u^ to file or apply for 

something, such as a job or 
government benefit 

commission a percentage of sales paid to a 

salesperson as wages 

hourly rate wages earned per hour up to 40 

hours 
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Budgeting Y®er Income 






It’s Graduation Time. o. NOW What?! 



Expenses 

GSrta Schmidt has been applying to colleges during her senior 
year at Vandendorff High School. GSrta's first choice is 
Chauncey Smith University. However, it has no scholarship 
money to offer G^rta, and the tuition alone is $7500 per year. 
GSrta's second choice is Goucher College for Women, where 
GSrta an would pay in-state tuition of $4700 per year. Goucher 
College for Women has offered GSrta a scholarship of $3000 
per year. G6rta's third choice is the two-year junior college in 
her town. Yearly tuition is low — $2595 — but she would have 
to transfer after two years to a four-year college to complete 
her college education. What should she do? Which college 
should she attend? 

Gerta has many decisions to make: Should she base her 
decision on her career interest or on finances? Where will she 
get the money that she needs to go to the college of her choice? 
While at college, will she be able to get a job making enough 
money to pay for all of the things that she will need? 

For G6rta to make well informed decisions, she must 
use some basic math skills. Sl^ must be able to 
predict her living expemes and determine the 

difference between her needs and Iwr wants. She 
will need to prepare a record of what her 
personal expenses will be while at college. 
Those might include the renting of a room, 
sharing an apartment with a friend, or 
'( getting her own apartment She will have to 
determine her cost for groceries and 
utilities. Lastly, G^rta will have to come 
p with a budget, or a plan for spending 
and saving money. 
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I 




t>4> 






Find Gdrta’s expenses for one week. Use the Go figure, 
space for any Of your calculations. 

For one week, Gerta made a list of the 
money die spent. Every time die bought 
s<»nething, she wrote it down. Next to 
the item she wrote the cost and whether 
the expense was a want or a need. Find 
her week’s expenses and how much 
Gerta spent on ^Svants.’ 
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Purchase 


Cost 




sweater 


$40.00 


W 


pizza 


8.50 


W 


mo^ 


5.00 


W 


repay loan to Mom 


5.00 


N 


fingernail polish 


4.00 


W 


toothpaste 


2.17 


N 


bus fare 


8.00 


N 


renting a wtoo 


3.00 


W 



Needs 


$5.00 




2.17 




8.00 


Total Cost of Needs 


$15.17 


Wants 


$40.00 




8.50 




5.00 




4.00 




3.00 


Total Cost of Wants 


$60.50 
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Expenses = Nsuds + Wants 


$$$$$ 


Expenses = $15.17 + $60.50 




Expenses = $ 




It appears that Gerta has spent $60.50 on things that she wanted. 
These expenses are called variable. They could change, and 




Gerta could reduce these if necessary. How do you spend your 
money? 


Ifflf 


Think about all of the things that you've 
spent money on in the last three days. Be 
sure to include everything — ^your lunch, 


mil 


sodas, donuts, parking meters, bus fare, 
library fines, money loaned to a friend. 


$$$$$ 


etc. 




1. On a separate piece of paper, make a list of all of the 




things you spent money on in the last three days. Next 
to each one, write N if it was a need, and write W if it 


$$$$$ 


was a wont. 




2. When you have made your list, add up the cost of 




things that you needed in one column. Add up the 
cost of things that you wanted in another column. 
Compare the totals. How much did you spend on 
needs? How much on wants? 


111 


Remember thut Gerta spent a total of $75.67 for the week — 
$60.50 for things that she wanted, and $15. 17 for things that she 
needed. When Gerta is on her own, her wants and needs will 
change. She will need a place to live, clothing, food, and 
transportation, and she must consider them as part of her college 


gill 


expenses. 
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Gfirta has decided that she will attend Goucher College for 
Women to prepare for her career. Ggrta will pay the in-state 
tuition of $4700 per year. She will receive $3000, to help her 
pay tuition and other fees. 

Gerta noted that the difference between her scholarship and 
what tuition costs is $1700. To meet expenses, she will need a 
source of income. Ggrta must earn enough money to pay this 
difference plus all of her living expenses. With pencil and paper 
in hand, Ggrta sat down to estimate what her costs might be and 
how much money she must earn. 

Ggrta first determined Yitr fixed expenses, or those expenses 
that caimot be changed or controlled, such as rent. Then she 
estimated her variable expenses — the amount of which will not 
always be the same, such as entertainment. Below is GSrta’s 
estimation of her monthly expenses. 





ihstimatie 


d-l^oiithiy'Bx 




apartment rent 


$244.00 


utilities 


80.00 


groceries 


75.00 


haircut 


15.00 


school supplies 


15.00 


savings 


20.00 


car insurance 


37.50 


telephone 


23.00 


car payment 


150.00 


entertainment 


15.00 


gasoline 


40.00 


snacks 


15.00 


parking fees 


12.50 
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Monthly Budget 

Solve the problem below. Fill in the budget items given, and write die correct 
balance on the line provided. 

1. Set up a budget for a net income of $1550 per month. The expenses for the 
month are: rent— $325, utilities— $155, food— $225, insurance total— 
$125, car payment — $230, loan for car repairs — $125, and miscellaneous 
expenses — $30. What is the balance after all expenses are paid? 

balance 
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Hi-Ho, Hi-Ho...It’s Off to Work We Go! 



Employment Options 

While Gerta is budgeting and preparing for 
college, Juan Rivera, who has been working 
a part-time job while attending Kenwood 
Vocational Technical School, is ready to 
find a full-time job. He hopes to be able to 
earn his wages — ^payment for services — ^in 
carpentry to support 
himself. The wages 




PLUMBERS, $10-$20 hr. 
medical. Exp. in resident & 
comm. 555-7228 

CARPENTERS—apprentioe 
to journey level. $8-$18hr. 
medical. 555-4740. 

DRIVER needed for hauling | 
service. Must have phone, 
own transportation & current 
DMV printout $5 hr. to start 
$6 after 30 days with chance 
of advancement & more 
money. Call 555-5777. 



* that he will receive are usually 
calculated by the hour, day, or week, or 
by the piece. He begins his search by 
reading the employment ads in the 
newspaper. He is very interested in the 
jobs for carpenters; however, he is not 
sure what his salary would be. Let’s help 
Juan to find how much he would earn 
each week, month, and year. 



The ad gives a range of hourly rates — the 
amount is paid by the hour for services 
performed. Juan can assume that the 
lowest salary of $8/hr is for the 
apprentice level, and the highest salary of 
$ 18/hr is for the journeyman level. The 
ad does not tell how many hours a week a 
person might work, but Juan guesses that he 
probably would work 40 hours a week. He should call the 
phone number listed to find out 



NURSING 
RN$1S/hr. 

LPNSiamr. 

needed for long-term care 
facility. New hire bonus. 1 
week vacation after 6 montha 
Call Peggy, 555-6832. 




Use the Go figure... space for any of your calculations. 
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If Juan gets the carpenter’s job as an 
apprentice, he would probaUy make 
$8/hr. So, how much would he make per 
week? per year? per month? 

Weekly Salary = Hourly Wage x Hours Per Week 

Weekly Salary = $8 x 40 

Weekly Salary = 



Annual Salary = Weekly Salary x No. <» Wks Per Yr 



Annual Salary = $320 x 52 



Annual Salary = 



Mcwthly Salary = Annual Salary No. <w Mos Per Yr 



Monthly Salary = $16,640 12 



MONTHLY SALARY = 



Not bad for a starting job in his chosen career! 

1. How much would Juan make as a journeyman 

per week? $ ^ 

per year? $ 

per month? $ ^ 



2 . 



How much would Juan make as a beginning plumber 

per week? $ 

per year? $ 

per month? $ 
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After figuring the salary possibilities for the jobs he found in 
the employment ads, Juan put in an application, or a form to 
apply for a job. He also took advantage of the services of an 
employment agency — a company that, for a fee, helps 

^ people find jobs — and talked to friends who 
worked where he wanted to work. 





At the interview for the carpenter’s job, Juan 
found out that as an apprentice, he had the 
option of wotking on a piece-rate basis. 

This meant that, instead of an hourly rate, he could be 
paid a specified amount of money for each item that he 
produced. Juan gave this some thought and 
decided that if he could work r^idly, he could 
^ make more money on a piece-rate basis than at 
the hourly wage. It sounded promising. 

The manager of the company also mentioned that the company 
would have some sales positions opening soon. These positions 
would be paid on ctHnniisaon — money paid for selling a 
product or service. Juan left the interview with a lot to think 
about. 

Juan returned home with lots of information to help him 
compare his employment and salary options with the carpentry 
company. He needed to determine what his weekly salaries 
would be if he worked on piece-rate basis or on commission. 
For piece-rate Juan would have to know the rate per item and 
the estimated number of items he could produce in a week. For 
commission he needed to know the commission rate and the 
estimated total sales that he could make in a week. 




Use the Go figure... space for any of your calculations. 
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Below is the information that Juan needs 
to estimate his weekly wages on piece- 
rate and commission. Which rate — 
hourly, piece, or commission — will pay 
Juan the most? 

Hourly Wage = Hourly Rate x Hours Per Wk 
Hourly Wage = $8 x 40 

Hourly Wage = 

Piece-rate: 

rate per item $40 

estimated number produced 10 

Piece-rate = Rate Per Item x Number Items Produced 
Piece-rate = $40 x 10 
Piece-rate = ^ 



Commission: 
commission rate 
estimated total sales 



8‘/j% 



$4500 

Commission = Commission Rate x Total Sales 



Commission = 87j% x $4500 



Commission = .085 x $4500 

Commission = 

Which of the three rates will pay Juan 
the highest wages? 
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Regular and Overtime Wages 

Using the formulas and rates given below, solve the problems that follow. Use a 
separate sheet of paper for your calculations, and write the correct answer on 
each line. 

Regular Wages = Regular Hourly Rate x Regular Hours Per Week 

1. Seth earns $5 per hour. Last week Seth worked 32 hours. What was his 
regular pay for the week? 

Seth’s regular wages 

2. Mike earns $6.50 per hour. Last week he worked 38 hours. What was his 
regular pay for the week? 

Mike’s regular wages 

3. Mike worked six hours on Monday, four hours on Tuesday, six hours on 
Wednesday, and four hours on Thursday. If Mike makes $4.75 per hour, 
what was his regular wages for the week? 

Mike’s regular wages 

Hourly Overtime Rate = 1.5 x Regular Hourly Rate 
Overtime Wages = Overtime Rate x Overtime Hours Worked 

4. Susan earns $4.50 per hour. What is her overtime rate? 

Susan’s overtime rate 

5. Dawn eanis $3.80 per hour. What is her overtime rate? 

Dawn’s overtime rate 
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■\ ■; 

6. From problem 1 Seth worked six hours overtime this week. Find his 
overtime rate and his overtime wages for these extra hours. 

overtime rate 

overtime wages ^ 

Total Wages = Regular Wages + Overtime Wages 

7. From problem 1 and 6 what were Seth’s total wages this week? 

Seth’s total wages 

8. Kalia worked 47 hours last week. Her regular rate of pay is $6.50. What are 
her regular wages, overtime wages, and total wages? 

regular wages 

overtime wages 

total wages ^ 

9. Sarah is a gas station attendant. She earns $4.00 an hour for a regular 
36‘/2-hour week. She earns double time for work on Sundays. Last week 
Sarah worked her regular hours plus 7 hours on Sunday. What was her total 
pay for the week? 

total pay 

10. During one week Fred Murray worked a total of 38 regular time hours at 
$7.50 an hour and 5 overtime hours at $1 1.25 and hour. What was Fred’s 
regular pay for the week? What was his overtime pay for the week? What 
was his gross or total pay for the week? 

regular wages 

overtime wages 

total wages 
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Piece-Rate Wages 

Solve the problems below. Use a separate sheet of paper for calculations, and 
write the correct answer on each line. 

Piece-rate Wages = Rate x Number of Items 

1. Diondre works on a piece-rate basis at African Art Inc. packing boxes of 
carved statuettes for shipping. He gets paid $.15 for the first 100 boxes he 
packs, $.16 for the second 100 boxes, $.18 for the third 100 boxes, and $.20 
for any boxes over 300. On Monday he packed 420 boxes. How much did 
Diondre earn that day? 

Diondre’ s total pay 

2. How much would Diondre earn for the week if he packed a total of 1700 
boxes? 

Diondre’ s total pay 

3. Suzy stuffs envelopes for an advertising company. She gets paid $. 10 for 
the first 100 envelopes, $.15 for the second 100, and $.20 for any envelopes 
over 200. On Monday she stuffed 500 envelopes. How much did Suzy earn 
that day? 

Suzy’s total pay 

4. Samantha works in a computer factory. She is paid $.25 for each item she 
completes. She averages 25 items per hour and works 40 hours a week. 

Find her average weekly income. 

average weekly income 
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5. Shaka packs duplicating paper into boxes for which she earns piece-rate 
wages. Chi Thursday she packed 425 boxes. If her rate is $.15 for the first 
100 boxes she packs, $.16 for the second 100 boxes, $.18 for the third 100 
boxes, and $.20 for any boxes over 300, how much did she earn that day? 

Shaka’ s total pay 

6. Kahlil Colid delivers newspapers for the City Tribune. He is paid 70 for 
every daily paper he delivers and 150 for every Sunday paper. What is 
Kahlil's pay for a week in which he delivers 582 daily papers and 63 
Sunday papers? 

Kahlil’s total pay 

7. Sandra Miller delivers promotional packets to neighborhood residents after 
school. She is paid 6.50 for each packet she delivers. What is Sandra’s total 
pay for a week in which she delivers 1373 packets? 

Sandra’s total pay 

8. Carol Rushing works as a riveter. She is paid 30 for each rivet she puts into 
place. Her daily totals for the week were as follows: Monday 1500, 
Tuesday 1972, Wednesday 1898, Thursday 2243, and Friday 1189. What is 
her total pay for a week in which she placed this number of rivets? 

Carol’s total pay 
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Commission Wages 

Using the formula below, solve the problems that follow. Use a separate sheet of 
paper for your calculations, and write the correct answer on each line. 

Commission = Rate w Commission x Total Sales 

1. E)etrick receives 8% commission on all sales. E)etrick sold $10,000 in 
camping equipment last week. What arc his wages for the week? 

Detrick’s total wages 

2. Tyrone earns 6% commission on all sales plus $100 salary weekly. If 
Tyrone sold $6500 in tractor equipment, what were his gross wages for the 
week? 

r 

gross wages 

3. Jasmine is leading her company in sales this year. She receives 10% 
commission on all sales of ski equipment. This week she sold $28,900 in 
equipment. Find her gross wages for the week. 

gross wages 

4. Jill receives 1% on all loans which arc written plus $5 an hour. Last week 
she wrote $125,000 in loans and worked 38 hours. What arc her gross 
wages for the week? 

gross wages 

5. Randall Miller sells burglar alarms. He receives $37.50 for every order that 
he places for his company. What is his commission for a week in which he 
places 23 orders for burglar alarms? 

commission^ 
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So What Do I Get? 



Net Pay 







Juan was offered the carpentry job, and he made the decision to 
takp. the salary option of piece-rate. Juan was pretty sure that he 
could make at least 10 cabinets per week, which would give 
him a weekly salary of at least $400 a week. The hourly salary 
would give him only $320 per week. Later he might be 
interested in selling on a commission basis. 



After Juan had 
worked for one 
month, he received 
his first paycheck. 
The check looked 
familiar to him, but 
there was an 
additional piece of 
paper attached to the 
check called an 
earnings statement. 
The statement listed 
gross pay — ^the 
wages before any 
deductions are 
made — ^which is 
what Juan expected 
to earn. At the 
bottom of the 
statement was listed 
the net pay — take- 
home pay, or pay 
after deductions 
from the gross pay. 
The check was for 
the amount of the 
net pay. 
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Rivera, J. 


20566 


9/17/94 


400.00 


266.73 
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on the earnings statement was a list of taxes and personal 
deductions, or the money that is taken out of gross pay. As 
Juan read the list of deductions, he saw first FIT, which stands 
fox federal income tax. Employers are required by law to 
withhold or hold back a certain amount of pay for federal 
income tax. The Internal Revenue Service (IRS) provides the 
employer with tables that show how much money to withhold. 
The amount withheld depends on the employee’s income, and 
marital status, and the withholding allowance that the 
employee claims. 



The next 
deduction that 
Juan noticed was 
one written as 
FICA. FICA are 
the initials for 
Federal Insurance 
Contributions Act. 

This act requires 
an employer to 
deduct 7.65% of the first $60,600 of an employee’s annual 
income for Social Security taxes. The employer must also 
contribute an amount that is equal to the contributions of the 
employee. The government uses Social Security taxes to 
provide hospitalization insurance for people over 65 years of 
age, retirement income, survivor’s benefits, and disability 
benefits. 

Being a conscientious person, Juan wanted to make sure that 
his new employer withheld the right amount of taxes from his 
check.. 
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Use the Go figure... space for any of your calculations. 
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FICA Deductions 

Using the formula below, solve the problems that follow. Use a separate sheet of 
paper for your calculations, and write the correct answer on each line. 

FICA = 7.65% X THE First $60,600 OF Gross Salary 

1. Dugar earned $450 in wages this week. His earnings year-to-date are 
$8600. What is his FICA tax this week? 

FICA tax 

2. Mary Ann has earned $15,200 to date this year. She made an additional 
$782 this week which is also subject to FICA tax. What is her FICA tax 
this week? 

FICA tax 

3. Lao has earned $790 this week. What is his nCA tax this week? 

FICA tax 

4. Inez has earned year-to-date $56,789 on a commission basis. This week she 
earned $457. What is Inez’s FICA tax this week? 

FICA tax 

5. Jon earns $250 each week. This is the lO*** week of the year. What is his 
FICA tax for the week? 

FICA tax 
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Federal Income Tax 



Using the wage table below, solve the problems that follow. Use a separate sheet 
of paper for your calculations, and write the correct answer on each line. 
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1. Marissa is not married, and her wages for the week are $265. She has three 
dependents. Find her federal income tax for this week. 

federal income tax 

2. Engelbert is single and has only one dependent — himself. He made $250 
this week. What is the amount of federal income tax he owes? 

federal income tax 

3. Noah is single and claims no dependents even though he could claim 
himself. He does this so that he will get a tax refund at the end of the year. 
His earnings this pay period are $450. He is paid biweekly. What is his 
federal income tax for the period? 

federal income tax 
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Net Income 

Using the formula below, solve the problems that follow. Use a separate sheet of 
paper for your calculations, and write the correct answer on each line. 

Net Income = Gross Earnings - Total Desuctkwis 

1. The gross earnings for the week are $345 and the total deductions are 
$105. 16. What is the amount of net pay? 

net pay 

2. The amount of FICA from Andrd’s salary is $13. 14. His federal income tax 
is $2.67. What is Andrd’s net pay if his gross pay is $367 and he has no 
other deductions? 

net pay 

3. Jacque’s gross pay is $465. His federal income tax is $15.68. FICA tax rate 
is 7.65%. There are no other deductions. Find his net pay. 

net pay 

4. Angus’ gross pay is $456.25. He will pay 7.65% FICA tax and $61 federal 
income tax. What is his net pay if he also has deducted $45 for 
hospitalization insurance and $4.50 union dues? 

net pay 

5. Jada’s gross pay is $500. Her FICA tax rate is 7.65%. Her federal income is 
$18.78. Other deductions included $25 for her IRA and $10.75 for union 
du^. Find Jada’s net pay. 

net pay 





24 

114 



Budgeting Your Income 



5.06 




6. Nicole is not married and claims two dependents. Her weekly salary is 
$265.75. Use the tax table on page 23 to rigure her income tax. Her FICA 
tax is figured at a rate of 7.65%. Her other deductions are for insurance- 
$22.50 and dues-$ 12.75. Find Nicole’s total deductions and net pay. 

total deductions 

net pay 

7. Jorgd is not married and claims only one dependent. He is paid weekly and 
his gross pay is $265. He is subject to 7.65% FICA and federal income tax. 
His other deductions are $23.10 for insurance and $12.75 for a savings 
bond. Find his total deduction; then find his net pay. 

total deductions 

net pay 
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Vocabulary 

Study the terms and definitions below. 

Checking Accounts 

authorized approved; official; correct 

check a written form directing a bank to 

deduct money from a checking 
account to make a payment 

checking account a bank account in which money 

is deposited and is withdrawn by 
using forms called checks 

currency actual money, as opposed to 

something that represents money 
such as a check 

deposit money put into an account 

deposit slip a slip of paper to show how 

much money is put into an 
account; also used by the bank to 
make sure the deposit is in the 
correct account 

endorse to sign your name to the back of 

a check when depositing or 
cashing it 

Accounting and Balancing 

balance the amount of money available in 

an account 
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Saving Accounts 

compound interest interest that is paid on both 

principal and interest earned 

interest on savings money that is paid for the use of 

your mof^y 

interest rate an amount expressed as a percent 

and paid on an account 

passbook a booklet used to record activities 

in a savings account 

principal the amount of money in an 

account that earns interest 

savings account an account established to save 

money 

simple interest interest paid only on the original 

principal 

transaction the act of conducting a business 

agreement or exchange 

Borrowing 

credit references businesses or people who can 

show a customer’s payment 
history 

earnings statement the check stub attached to your 

paycheck listing gross pay, 
deductions, and net pay 

finance to loan 









IL 



g a 0 < > 



o 

ERIC 



31 



U9 



Banking and Checking 



o 

ERIC 




Banking and Checking 



Who Needs Money When We V® Got 
Checks?! 




Checking Accounts 

Angela Gibson graduated from NYC Institute 
of Art and has teen working as a fashion 
designer for three years. Her career keeps her 
very busy, leaving little time for the little 
things in life — ^litde things like 
managing her checking account. A 
checking account is a bank account into which 
money is deposited and is withdrawn by using 
forms called checks. It’s hard enough for Angela to make sure 
that she writes and mails the checks to pay her 
bills on time. A check is a written order 
directing a bank to deduct money from a 
checking account to make a payment. She 
simply does not take the time to record 
checks and make sure that her totals 
match the bank’s totals. Angela tries to 
keep her checking balance in her head. 
However, Angela’s mental record does not 
always match that of the bank’s. The bank always seems to 
have a smaller balance than her mental checking balance! 
Obviously, Angela needs a tetter system to account for her 
money. 

Before Angela opened a checking account, she paid all of her 
bills in cash and in person. Back then, her budget was small, 
and she had very few bills. As her income grew, so did her 
expenses. Paying all of her bills in person became tiresome and 
time consuming. She needed to save time and energy, and so 
she decided to open a checking account so that she could write 
checks to pay her bills and send her checks by mail. A 
checking account was also a good way to keep track of how 
she was spending her money (budgeting, tax records, etc.). 
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Angela still remembers opening her first account and all of the 
steps she had to go through. First, she had to decide what bank 
to use. That was easy since she had decided to use the same 
bank where her parents kept their checking account. To open a 
checking account, she had to give the bank some personal 
information — ^name and address, place of employment. Social 
Security number, and a deposit, or money she put into her 
checking account She also had to fill out a signature card. The 
signature card gives the bank a record of the customer’s name, 
address, and the authorized, or official, signature. 






To put the money into her account, Angela had to fill out a 
deport slip. A deposit slip is a slip of paper that shows the 
amount of money put into an account. The bank also uses a 
deposit slip to make sure that the money is deposited in the 
correct account. Angela had to record how much cash she was 
depositing, the amounts of the checks she was depositing, and 
then the total amount of the cash and the checks ^ing 
deposited. 
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Use the deposit slip shown above to answer the following 
questions. 

1 . How much currency was deposited? 



2. What is the bank number of the check deposited? 



3. What is the amount of the check deposited? 



4. What is the date the deposit was made? , 

5. What is the total amount deposited? 



6. In which space would Angela write the amount of cash 
that she wanted back? 



7. Which space should Angela use to show the total 
deposit less cash received? 



8. What addition must Angela make to the deposit slip if 
she wants to get cash back? 



After making her deposit, Angela was ready to write her first 
check. She remembers it as an exciting and fun time. She 
wasn’t able to use the checks that she chose right away 
because they had to be printed. They were mailed to her about 
a week later. However, the bank gave Angela some temporary 
checks that were without the personal information usually 
printed on checks — name and address, phone number, account 






^iOr^Figiir|l.C| 



kp kp 
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number, the name and address of the bank, and consecutive 
numbers. Her new checks would look more like the one filled 
out below. 



Name and AddreM 



Date Check 
was Written 






Amount ol Check-] 



Check 

Number 



At^eCa'B. giison 
^6 Melrose TCact 
734S0{,ihfain 
Chicago, IL 20002 



iApud 18 ,e_94_ 



101 

J6-66 

1220 



yp ^qA/tOO QL rhrhit 



*rTu;pttlij 



$ 29.33 



DOLLARS 



Citizens State Bank 



MEMO 






||lZZO 08S7 



Banira Addreea- 



supf){(es 



||31430SSia|| 






What the ' 'Account 
ChackPaMFor Number 



Authorized 

Signature 



Angela had to remember the following six steps when writing a 
check. 



Step 1: Write the date. 

Step 2; Write the name of the person or organization 
to whom payment will be made. 

Step 3: Write the amount of the check as a numeral. 

Step 4: Write the amount of the check in words with 
cents expressed as a fraction of a dollar and 
Hnish with a line to the word dollars. 

Step 5: Make a note on the memo line to indicate its 
purpose. 

Step 6: Endorse the check. 
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Using the picture of the check on the previous page as a model, 
follow the directions below. 


iiiii 


1. Write today’s date as it should be written. 


$$$$s 


2. Write the name of the classmate nearest to you, as 
though you were writing her or him a check. 


IIS 


3. Write the amount of $47.28 in words. 


IIS 


4. Sign your name as you would sign a check— using your 
autliorized signature. 


IIS 


5. If you could write a check to anyone you wanted to, to 
whom would you write the check and why? 


IIS 


6. What would you write on the memo line? 


IIS 


^imc 4&mc pnaeticcl 
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Checks and Check Registers 

Complete Alex’s checks in problems 1, 2, and 3. Update his check register on 
page 41 as each check is completed. Include Alex’s deposit and update his bank 
balance. Follow the directions in each of the problems. 

1. Alex wrote a check in the amount of $12.50 to Clearview Discount Store 
for school supplies on August 27, 1994. His account balance before the 
purchase was $108.15. 



PAY TO THE 
niVtFR HF 


101 

l&fii 

1220 


nni 1 


Citizens State Bank 




SN«Ma aaa^mm zcn 




UEUO 




||1ZZ0 0667 j| 31430BB19 II 



2. Alex paid $8.00 for tickets to the first home football game to his school on 
September 1, 1994. (Use your school name on the check below.) 



PAY TO THE 
ORnFR OF 


102 

6 

1M& 

1220 


nni 1 


Citizens State Bank 




SMlMa CMiaMtt MN 




UEUO 




||1ZZ0 0667 j| 31430BB18 II 
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3. Complete the check to show that Alex bought a pair of boots for $52.65 
from the Western Boot Store on September 18, 1994. 



PAY TO THE 


IDS 

« 

16-66 

1220 


DOLLARS 


Citizens State Bank 




9tm taa CMonM MM 




ypim 




||lZZO 0667 {|31430BB18 II 



4. Complete the deposit slip below for the checks on the next page that Alex 
received. Then record the transaction as a deposit on Alex’s check register 
on page 41. Update Alex’s balance. 



CHECKING ACCOUNT DEPOSIT SUP 



DATE- 



10 . 



SIGN WRE FOR CASH RECEIVED 



CASH 


CURRENCY 






COM 





































TOTAL 






lESSCASHRECElVB) 






NET DEPOSIT 







Citizens State Bank 

SMrtPI&t CWHOA^Mli 30002 

||l220 06B7|| 31430SS18|| 



16 - 66 . 

1220 



USE OTHER SIDE FOR 
AOOITIONAUISTINQ 



BE SURE EACH fTEM IS 
PROPERLY ENDORSED 
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5. Write all the transactions for Alex’s bank account in his register below. 
Find his new balance. 



:OlEeK 

ill 




ISSUED 


1 


AMOUNT OF. 
i-DEPO^ 


O^BALANi 

mm 


s 

at 


|.;if 




mimmmimim mm. m 


i 

4| 


WM 


ill 

Si 


«s 


isi 

mt 


wm. 


iS» 




i 




ii 


liii 


m 


■im 


«« 




SI 


MO 






m 


asi 


iii 


mmm-mmsmmmm 


i|S 


wm 




ftlis 


m 


Sit 




mmmmmmmam 


i 




ii 


wm 


0 - 0 . 

■i*' 



er|c 
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6. Complete the deposit slip below for James C. Morrison if he is depositing 
four checks of $22.50, $155.54, $36.55, and $210.54. He wants $125 cash 
back from this June 21, 1994 transaction. 



CHECKING ACCOUNT DEPOSIT SUP 



DATE. 



19- 



SIGN HERE FOR CASH RECEIVED 



rAsu 


CURRENCr 








COM 






























mm 






TOTAL 






LESS OSH RECEIVED 






NET DEPOSIT 










16-66 



1220 



USE OTHER SIDE FOR 
AOOmONAUJSTINQ 



BE SURE EACH ITEM IS 
PROPERLY ENDORSED 



Citizens State Bank 

9«nRin tOOtt 

|',1ZZO 0 667|| 31 43 OS SI 9 II 



7. On July 2, 1994 James C. Morrison wrote a check for $52.63 to K.P. Carter 
for tools. Complete the check below. 



PAY TO THE 
ORDFR OF 


788 

1220 


rknt 1 


Citizens State Bank 




fiMifto CHaqct ttnli ICM 




VEUO 




||1220 0667 ||31430SB18 II 
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What Do You Mean I Have No Money 
in My Checking Account?!...! Still Have 

Checks! 

Accounting and Balancing 



The first few months after 
opening a checking account, 

Angela thought she had more 
in her checking account that 
she actually did. Using her 
memory to keep track of the checks 
she had written did not work. Angela 
learned to record each check in her check 
register — a small booklet used to keep track of 
the balance, or the amount of money available in an 
account The balance can be figured by subtracting the amount 
of withdrawals and checks written from deposits. Angela 
knew that her checking account must contain as much money 
as the amount of the checks that she wrote to avoid having her 
account overdrawn — having written more checks against the 
account than there is money in the account. To avoid 
overdrawing on an account, she developed the habit of 
recording the check number and the amount of the check in her 
check register each time she wrote a check. 

The check register is a little booklet of columns and rows. The 
columns have headings. Different types of entries are recorded 
under each. 
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1 CHECK 


DATE 

it-''*' 


- . CHECKS ISSUED TO OR 
ir DE8CIWTION OF DEPOOT ^ 

- .» -V s-’ .Hv'.’ :r. J 


AMOUMTOF 

.d^HECK 


T 


■BALAN 

AlkXftNTOfii^— 

.OEP68rrW20f 


CE 

00 






GtecfeilO 


” 9 ' 


33 








0<7< 


67 




W-u. 








;■■ V 








'■ 




4/19: 


<T)ep6g(t* (b(»(is ekech) 






i 




00 


Il26( 


67 








V < J A 
















































»1V ’i'' 







1- Nuwtf oUhtchKfcw ii ttin 4- RMMnfortwchMk 7- BigMng btlmo* 

2- OttotwehtckwMwittv) 6> Amount of twchtck S* Nowbilanoofdnitohookwritton 

3* fHfoonCompifiyioooMrig chock AmMfUofdipooit 9* Nowbdono»(n«HnobiUnoo) 




Using the check register shown above, answer the following 
questions. 



1. What is the number of the check recorded? 



2. When was the check written? 

3. To whom was the check written? 

/ 

4. What was purchased with this check? 

5. What is the amount of the check? 

6. What is the date and the amount of the deposit? 

7. What is the beginning balance of the account? 

8. What is the current balance after the check has 

been subtracted? 



9. What is the new balance of the account after the 



deposit was made? 
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Having gotten a good start on her checkbook recording, 

Angela remembered receiving some mail from her bank. It was 
a bank statement — a statement sent by the bank showing all 
transactions in an account since the last bank statement. Along 
with the statement, the bank sent the cancelled checks — the 
checks that were paid by the bank and subtracted from the 
account 



, 

_^^.iSrarSlto,Chicago,llHnoii20002'g:'^^^ 



> -y-V’»v ■- ' 



. AhoBlaaQIwon ^ 

, .734SN.Maln V' '.fV; V*®***..', 

^ ^ \CNc8go, It 20002 * V* ^ ^ ‘ *\v^ ' i ' ;; ‘ BcsJuBfaw Bolwcc t $997 ^^ a 

'' CHECKS r ^ ;-r' v; J >. V 

v.!>^'?=naTc'oajri^.^:.l<— >aia^ ^-i’ ■.■' "*1. nAtC DAin- ‘'s-'.' AlinittlT r»,> 



■Aetemat 0t 



314306619‘ 



cHEcir.,-- ^ >0ATE'i^ vV ;; 'j mown 

{.";, I'liita ^'f w/94'^’s^l;,^:; '2oii' -'; J-’;,. 

.V A'-^- '^'■'- ; * ' - *' 7 ' ' A -J- v' ' ■-■, ; 



b^:rA^S/iBf94 ' 



228 



601/04 



8SJ0C 

2o!ir 

4U0 



CHECK ; DATEMIO 
^HWiBEH 



AMOUNT ; 



U'' 










^DCTOSITS 

wttM V'; : '2air;^k;; 



>‘;.pATE;g:;^^^ 



" *^dTrin^‘t:HARGES -v"" 



<?;OnnER CHARGES ; ;- ; ■ f v-' ,/,> 'y.; V .'••:•■'■ ■; 1 .^'.' ■' 

'^TC«'ioi chwif-'-CrM^ •''■■■■' •■■ - V-:'':,-.‘ t'j’ ’- 



■ i:’]. V/.'V ''.i '. •''^- 






\ /■' » 4^ 






l$405.»;;^ 



The checks were stamped with the word PAID and the name of 
the bank. The statement showed her checking account number 
and the closing date, or date when the bank stopped recording 
for that time period (#1). The statement also showed the 
beginning balance, or the amount Angela had in her account 
before any checks were written or money was deposited (#2). 
Other information on the statement included the number and 
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the amount of each check that had been paid and the date that 
each was paid by the bank (#3). The date and amount of the 
deposit was recorded (#4). Also shown was the ending balance 
of the checking account — ^the balance after all the transactions 
made during the recording period had been added or subtracted 
(#7). Angela also noticed the bank’s service charge (#5) for 
handling the account and a charge for the cost of printing her 
checks (#6). 






What was most important to Angela was the ending balance. 
Somehow, her check register had shown a much larger balance 
than the bank statement. Angela couldn’t Hgure out why the 
balances were so different She needed to balance, or 
reconcile, her account To reconcile her account Angela 
needed to make the balance in her check register match the 
balance in her bank statement. In the chart on the next page are 
the 10 steps that Angela followed to balance her account 



Angela knew that if her checking account did not balance with 
the bank statement, somebody was wrong, and it usually wasn’t 
the bank. She had to ask herself some important questions. 

Did she mark off every check that was 
returned? 



^(C 



Iff 









Did she make any mistakes in her 
addition or subtraction? 

Did she account for any outstanding 
checks, or checks that have been 
written but not returned by the bank? 

Did she subtract the service charges 
from her checkbook balance? 

Did she add all recent deposits to the 
ending balance on her statement? 

Did the bank add and subtract 
correctly? 
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l#iO^StcpsstdfCBecfcb0QlfBalancingw 


1 i 3. f Upjdate your'cKeckbiD^ : 


Pind the current balance. Add all deposits that have not bora added. 
Subtract soy checks you haven't already subtracted. Then subhact all 
service charges found on die bnk ststement Record the updated balsDce 


kC'f;Anahge^e^^ 


Place the cancelled che^ in order by check number. 




Compare die cancelled to die ones listed in die statement 

Cbe^ off each one on die statement. 


!’'!4%?tl8t butstanStil'cKiscks!^' 


List all of the checks written in the check register, that have not been 
cancelled at the bank. These are called outstanding chechi. Add 
them together. 


S.’'-;'; tiom'parej^posltfc;.^^ -p 

!•; ' W.V ; 


Compare the deposits listed on the bank statement with the ones 
listed in die check register. Check off each deposit on the statement. 




List all of die deposits from the check register that do not appear on 
die statement Add diem together. 


W^jiS'‘Si|^ja p: s' 


Write down the ending balance from the bank statement 


s-j si Sc.-j'*,:' ■i"*-';.:; 
-a A'O .V* ■ A< ^ ''' 


Add die total of all outstanding dqrasitB to die ending balance of 
the bank statement. 


v^^Subtract' totel'bf checlc^": 


Subtract the total of all outstaiKling checks from the previous total. 


;5iO;iiCh4ik'lhe"ari8ww^^^ . 


The flnal answer diould match the updated checkbook balance. If it 
does not either you or die bmk has made a mistake. 



If she had completed all the steps in the checklist and still 
found a difference in the two b^ances, Angela planned to ask 
for help from the bank. She was going to take her statement, 
cancelled checks, and checkbook register with her and have a 
teller or bank officer help find the correct balance. 






ftnoicUccI 



P^FipifP.M 







V, ■ 
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Bank Statements 



Based on the infornmtion given, reconcile the checkbook balance with the bank 
statement balance . . 










Lottainon^ State 

' ' PtaBOkM,Aoywb^’USA^ ■ 









^ ^ . Vi [ ’.Clodiig Date: ^ ^ ^ W 

Beginning Bal an ce: - $TC1.00';i 



' CHECK , ,/' DATE MB ' " ^ AMOUNT " ; ' 

■ '. A -mil' ■ MOM • ■ '1 tin \ -> 

i' "1- ■’:■■ '■■ :V 


y: 'CWCK',^ • 4'pArE’MIDv: .>• amouot'I ; 

■i i: 

®iC?iS8SS 

Vi7> 

■;■■’’ " Ai,;--: “v ■■ K AAV...> C 


.' DEPOSITS A, ; -■ .■•- 


wire PA® V - 


V/biiiERCHAR^ > -'VV'V ; 

;.,CHAH0e.; :.•., OATEPAD ,V AMOUW, ^ •'■' VA.; 

c;a ."-':8««iotciiiig* . somt - ■ ■ -■ >iJ5 . '■- 1 - ' ■ ■• - -’•' ' ;C; V - 

■j'.v . ■•■• ..•■<• ■•. . <-i C ■./<■' : -J 



1 . 



Checkbook balance: 


$476.40 


Bank statement balance: 


$501.20 


Service charge: 


$1.35 


Outstanding checks: 


$56.45 

$37.90 

$6.85 


Deposit not credited to account: 


$75.05 


Adjusted bank balance 


$ 


Adjusted checkbook balance 


$ 
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2. Checkbook balance: $544.39 

Bank balance: $714.24 

Service charge: $1.45 

Outstanding checks: $143.50 

$27.80 

Adjusted bank balance: $ 

Adjusted checkbook balance: $ 

3. Checkbook balance: $409.08 

Bank balance: $520.63 

Service charge: $1.20 

Outstanding checks: $100.00 

$12.75 

Adjusted bank balance: $ 

Adjusted checkbook balance: $ 
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Save It for a Rainy Day 

Savings Accounts 



Juan recently got a job as a carpenter and began 
earning money. He realizes that he shouldn’t spend 
'all of the money he earns. He will want to purchase 
items that require larger sums of money than he 
receives in one paycheck. He will need to save 
money from each paycheck if he is to afford such 
expenditures. 



Realizing that it would be unsafe and unprofitable to try to 
save his money in a hiding place at home, Juan decides to open 
up a savings account at his bank. A savings account is an 
account that is established to save money — no checks are 
written on this account. The bank pays the owner of a savings 
account interest on savings. Interest on savings is money the 
bank pays for using money that has been deposited in a savings 
account Different banks may offer different interest rates on 
its customers’ bank accounts. The amount of money that the 
bank pays each month accumulates or continues to add up. 










" f: t 



DATE 



MIHE8T 



0008T 



WTH- 



BAUNCE 



II 



044 )i; 



14 . 87 - 



784:i5;V 



04 ^ 12 ;; 



150.00! 



;f934;15- 



05 ^ 11 “ 



2 ^ 



;9S8:6S 



06-03 



^ 2 o:oo 



While Juan does not have a 
large amount of extra money 
every month, whatever money 
he puts into a savings account 
will increase over time from 
the interest the bank will pay 
him. The interest that will be 
paid to his account is a 
percentage of his savings. 

To open an account, Juan will 
^t need to make a deposit. 

Each time he makes a deposit, it will be added to the balance of 
his account. The bank may provide him with deposit slips to 



07r01 



1X37 



6X25 







50 



138 



Banking and Checking 




use for recording the currency and checks that he deposits. 
Other banks may use a passbook — a small booklet used for 
recording the transactions, interest earned, and new balances 
on a savings account. When the banks use passbooks, they 
sometimes call the savings account a passbook account. 

When Juan is ready to make a withdrawal from his savings 
account, unlike checking accounts, he will use either 
withdrawal slips or a passbook provided by the bank. The 
amount of money that he withdraws will be subtracted from 
the balance of his account and then recorded in his passbook 
or in a computer system that supplies a printed receipt for his 
records. 



Refer to the passbook on the previous page to answer the 
question. Use the Go Figure... area for any calculations. 

On July Juan deposited $62.25 in his 
account. The bank teller recorded the 
transaction and the interest earned 
during the past savings period. What is 
the new balance in his account? 

Previous Balance + Interest + Deposits - 
Withdrawals = New Balance 

$ 938.65 + $ 12.37 + $ 62.25 - 0 = New Balance 



In trying to understand his options for savings accounts, Juan 
found that many different terms were used. He had to do a 
little bit of reading and studying before he could make his best 
informed decision. He understood that interest was the amount 
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of money that he would earn for letting the bank use his money 
while he saved. But interest was only the beginning of what he 
needed to know. He needed to know that the amount of money 
that he deposits is called the principal. He understood that the 
annual interest rate is the percent of the principal that he 
would earn as interest in one year. What he thought he would 
be teceiving would be dmple interest, or the interest paid only 
on the original principal. However, what he found was that his 
bank would be using compound interest — the interest earned 
not only on the original principal, but also on the interest 
earned during previous interest periods. 



k. 






Juan became a little unsure about his ability to figure the 
compound interest that he would earn on his account When he 
inquired at the bank, he found that they used compound interest 
tables to 
compute 
compound 
interest 
quickly. 

The table 
shows the 
interest 
rates and 

interest periods based on a $1 deposit. Juan only needed to 
know the total number of interest periods, and the interest rates 
per period that would be used by his bank. 



o 


avings i 




Interest 1 


it 






Interest j 








1 














After comparing the simple interest on his account with the 
daily compound interest table, Juan decided that the use of 
compound interest was to his advantage. The more frequently 
his bank compounded interest, the more interest he could earn. 
Many banks compound interest daily — ^it is computed each day 
and added to the account balance. Lucky for Juan, his account 
will earn interest from the day of the deposit to the day of 
withdrawal. i 
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Refer to the compound interest table to answer the following 
question. Use the Go Figure... area for any calculations. 



iWpiipRistpiM 



If Juan 
deposited 
$865.84 in a 
savings account 
for 32 days, and 
that account 
pays 5.5% 
interest compounded daily, how much 
interest would be earned on the principal 
in his account? 



Amount = Original Principal x Interest Earne» on $1.00 




Amount = $ 865.84 x 1.00483 



Amount = 



Compound Interest = Amount - Original Principal 



Compound Interest = $ 870.02 - 



Compound Interest = 






4smc frta^cUcc! 



i^oipigure.^. 
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Compound Interest 



$olve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 



Compound Interest 


= Principal x Rate ^ No. of Interest Periods per 
Year 


Principal Rate 

1. $800 6% 

2. $2000 8% 

$22,000 10% 










$ 


$812 


$ 


$ 


$ 


$ 


$ 


$ 


$ 


$ 


$ 


$ ' 



Use the table below to solve the following problems. 



ICpihpoiihd Table jfor $1 



: Interest 
Periods 



Annual 1 

''*1' f j 2 

,?v ^ • 

li^ 



. ■ •' '1 0" 
■m^Mpr 







V/i% 



1.015000 

A.03(Xhs 

vjMsm 

I.0613&: 

■I^OTi^ 

1:09^ 

viH2^ 

liSosins^ 






i}'- 

y '.. .y - ... ■ -*y 



2% 



1.020000 

1.040400 

1^060208^ 

i:oa^\ 

'ifiriiKsf 

1.195093] 









■ • • 






6% 



1.0G0000 

1.123600 

1.191016 

1262477 

x^3^: 

li41K19 

lio3^: 

;iJb89479: 

i!t90848^ 

:liwd2:»; 

2i)12197- 



7% 



1:00^123 

p15112| 

!f:OE716j: 



1.070000 

:i:i44900 

;i2^043 

1i310796 

^1^402552 

^•5007^ 

:i;71WW 

1.83^ 

h^151 

'^04852 

1252192 



p05650 

^|017652 



8% 



1.080000 

1.166400 

1259712 

1.360^ 

lf^^8 

:tJ586874 

1;713^^ 

"1.ffii^; 

J^81^ 



.^poem 

!iiS20i^ 

- ■-.'fit 

■i:040806 
"1.064482 m 



9% 



1.090000 

1.188100 

1295029 

1.411562 

1.538624 

1.677100 

1228039 

1292563 

2.171893 

2267364 

2280426 

221266S 



1207527 

1.Q227S2 

1J046Q22 

1296520 



10 * 



1.100000 

lilOOOD 

1231000 

1464100 

1JM(»10 

il487^ 

2:1^^; 

2^^ 



.120i^ 

ji^i2i^ 

1.051264" 
f.106691 ’ 
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4. $8000 is deposited in an account for 8 years at 8% interest compounded 
annually. What amount is in the account after 8 years? 

Principal x Value from Table = Amount after 8 Years 
$8000 X 1.850930 = 

5. $12,000 is deposited in an account for 7 years at 9 % interest compounded 
annually. What amount will be in the account after 7 years? 



* 
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Gotta’ Have it NOW! 




Borrowing 








With his new savings account in place, Juan is on 
his way to becoming an independent young man. 
He’s feeling good about his job and saving money. 
Now he would really like to have some new 
furniture in his apartment! He wants a new look to 
go with his new job. 



Juan began shopping around to find some attractive, high 
quality furniture for his apartment He foimd what he wanted, 
but he also foimd that even though he had some savings, it was 
not enough money to purchase the furniture. He wondered what 
he could do. Juan decided that since the people at his bank had 
been so helpful, he would ask them what his options were. 



Juan found out that the bank might finance his purchase, or 
loan him the money he wanted. To apply for a loan, Juan had to 
nil out a loan application. On the loan application, Juan will 
provide personal identification such as a driver’s license. Social 
Security number, a draft card, or a birth certificate. Juan will 
have to give a permanent address — one that is not in a hotel, in 
care of someone else, or at a post office box. Juan also will 
need to list the jobs that he has had and how long he held them. 
This information will tell the loan officers if Juan has shown 
the ability to hold a steady job. He also had to present proof of 
his income in the form of earnings statements or tax returns. 

An officer explained to him that his credit would then be 
reviewed to see if Juan qualified for a loan. The bank would 
check on Juan’s place of employment and his income. It would 
check his credit rating or whether Juan had ever failed to make 
payments on time on any past debts. The bank would also 
check Juan’s credit references — businesses and people who 
could show that Juan had paid his bills regularly and promptly. 
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Juan would also need to have a checking or savings account to 
have a good credit rating. 

A loan officer explained to Juan that if his loan was approved, 
then he would be asked to sign a contract and to pay a loan fee. 
By signing the contract, Juan would agree to repay the lender, 
or the institution lending him the money, within a specified 
period of time at a specified rate. 




Using the sample loan application on the previous page, 
answer the following questions. Use the Go Figure... area for 
any calculations. 

1. See Section A. Wendy want to borrow $2400 for two 
years. What will she write on the line before the word 
months'! 



2. See Section B. Jabari has lived at his current address 
for 30 months. Will he have to fill out any information 
under previous address'! 



3. See Section C. Tim has been woiking at the cycle shop 
for 26 months. What will he complete on the third line? 



4. Tierra is a waitress. She works 140 hours a month and 
earns $4.50 an hour. What would she put on line 1 in 
Section D? 
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5. Cindy owns some shares in a company. She is paid 
$120 a year in dividends from this investment. She also 
earns $18.75 a month on a savings account of $7500. 
What should she put on line 2 in Section D? 



6. Joakim has a job as a waiter and works 160 hours a 
month. If he earns $4.25 per hour, what would he put 
on line 1 in Section D? 



Joakim’ s tips average $9.50 an hour. What should he 
put on line 3 in Section D? What should he put on line 
4 in Section D? 



8. Kayla has a savings account at New Nations Bank. Her 
account number is 3698-852147. Her balance is 
$943.06. How would she fill out the second line in 
Section E? 



When Juan’s application and references have been reviewed 
and approved, Juan will need to meet with the loan officer and 
review the terms of his contract He will have to sign his name 
to the contract promising to repay the loan in the manner stated 
on the contract. 

Juan was glad to know that the bank found him to be a credit- 
worthy individual and that he would be able to get the loan 
from the bank. He understood that the bank did not just give 
people money without a charge. He would have to pay interest 
on his loan from the bank. Much like the bank pays him 
interest to keep his money in the bank, Juan would have to pay 
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interest on the money that he was borrowing. 

Interest is expressed as a percentage rate. The 
actual dollar amount paid for borrowing money is 
called a. finance charge. Finance charges also 
include fees for late payments. 

It was a good thing that Juan had 
learned about interest when he 
opened his savings account Juan 

had to do some very careful listening because the loan officer 
used banking terms freely. The officer explained to him that the 
bank was not making a single payment loan — one that is repaid 
with one payment after a specified period of time. The bank 
was making an installment loan, or a loan that is repaid in 
equal payments over a fixed period of time. This would be 
better for Juan since he is newly employed and may not be able 
to repay the loan in one lump sum. Juan will be able to repay 
his loan of $1500 in several monthly payments, or 
installments. 





The loan officer told Juan that the total amount to be repaid on 
his loan would be greater than the amount he borrowed. The 
total amount would be the principal plus the interest owed. The 
term, or length of time for which the loan is granted, was for 
two years. The interest rate — the rate at which interest is 
accumulated — ^was going to be a fixed rate, or unchanging 
rate, of 14%. 





Use the Go Figure... area for your calculations. 

Knowing the principal of Juan’s loan and 
the term of his loan, calculate the total 
amount of his loan. 



g » n 
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Interest Owed = Principal x Rate x Time 



Interest Owed = $1500 x 14% x 2 Years 



Interest Owed = $1500 x .14 x 2 



Interest Owed = 



Total Amount = Principal + Interest Owed 



Total Amount = $420 + $1500 



Total Amount = 



Juan could also determine the amount of 
his monthly installment payments by 
dividing his total amount by the number 
of payments of the loan. 



Monthly Installment Payment = Total Amount + 
Number of Payments 

Monthly Installment Payment = $1920 + 24 
Monthly Installment Payment = 



After signing his name in agreement with the contract, Juan left 
the bank with his check for $1500, happily planning all the way 
to the furniture store. 
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Monthly Payment and Interest on a Loan 

Solve the problems below. Write the correct answer on each line in the chart. 
Round to the nearest cent. 

Interest Owed = Amount Borrowed x Rate of Interest x Time (in 

years) 

Total Amount = Amount Borrowed + Interest Owed 
Monthly Payment = Total Amount + No. of Months 



Amount 

Borrowed 


Interest 

Rate 


No. of 
Months 


Interest 

Charged 


Total 

Amount 


Monthly 

Payment 


$5000 


12% 


18 








$2500 


13% 


12 








$3000 


12.5% 


18 








$7000 


14% 


24 








$8251 


21% 


30 
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Interest on Loans 



Solve the problems below. Write the correct answer on each line. 

1. What are the total interest charges, if the total amount of the payback for a 
loan is $7824.96 and the amount borrowed is $7200? 



Amount ' 
Borrowed 


Monthly 

Payment 


No. of 
Payments 


Total 

Amount 


Total ’ 
Interest 
Charged 


2. $3250 

3. $925 


$200.46 


18 






24 


$1258.08 




4. $4335 

5. 


$144.50 


36 






12 


$2880 


$480 
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Interest and Monthly Payment on Loans 



Solve the problems below. Write the correct answer on each line. 

Interest 0\ycD = Amount Borrowed x Rate (w Interest x Time(inyrs) 
Total Amount = Amount Borrowed + Interest Owed 
Monthly PAYMim' = Total Amount + No. of Months 

1. F^nd amount of interest and the monthly payment, if $4000 is borrowed 

at 13% for 24 months. 

Principal Interest Monthly Payment 



2. What is the monthly payment if $5000 is borrowed at a rate of 12.5% for 
18 months? 



3. Find the total amount of a loan if $20,000 is borrowed at a rate 14% for 48 
months. Write the correct answers in the chart below. 



$4000 




Amount 

Borrowed 



No. of 
Months 



Total 

Amount 



Monthly 

Payment 



$20,000 



48 
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4. Find the interest paid on a loan if $3000 is borrowed at 13.5% for 30 
months. Complete the chart. 

Amount No. of Total Monthly 

Borrowed Months Amount Pa3rment 

$3000 30 

5. Find the total amount of payback and the total interest charged on a loan of 
$12,000 at 21% for 12 months. 

total interest 

total amount 




Buying and Selling 



Vocabulary 

Study the terms and definitions below. 

Proflts in Selling 

buying expenses what the retailer pays to buy 



merchandise and get it delivered 
to his store 

consumer the person who buys a product 

cost the retailer’s invoice price of an 

item plus buying expenses 

gross profit the selling price of an item minus 

the cost, also called markup 

invmce price the price that the retailer pays for 

merchandise 

markup the dollar amount the retailer 

adds to the cost of an item to get 
the selling price; also called 



gross profit 



net profit the gross profit minus the 

operating expenses 

operating expenses all of the expenses needed to run 

a business — salaries, rent, 
utilities, taxes, insurance; also 
called overhead e:q>enses 

retailer person selling merchandise to the 

consumer 
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selling price the price at which a product is 

offered to consumers; also called 
retail price 

Best Buys 

best buy the item or product that has the 

lowest price per unit 

discount the amount of money that is 

saved by purchasing a product at 
the sale price; also called 
markdown 

discount rate the markdown or discount of an 

item expressed as a percentage or 
fraction of its regular selling 
price 

excise tax a federal tax placed on certain 

commodities such as tobacco and 
spirits 

markdown.... the difference between the 

regular selling price and the sale 
price of an item 

sale price the price that is lower than the 

regular selling price 

sales tax tax on ^e selling price of an item 

or service that is purchased 

total purchase price the price including sales tax 

unit price the cost of an item per unit of 

measure or count, such as dollars 
per pound or cents per ounce 
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Sailing into Retailing 



Profit in Selling 

Stefan Standriff is a graduate student in the 
School of Business at Merrymount College — 
earning his Masters of Business Administration 
(M.B.A.) degree. In his class, Business and 
Retailing: Selling Goods to Consumers, one of 
his assignments was to conduct a study of the 
pricing methods of local area retailers — 
persons who sell merchandise. Stefan decided 
to use a survey to get information on retailers’ 
pricing methods. 



For Stefan, the most difficult part of the survey was thinking up 
the right questions to get the right answers. Where does the 
retailer get his merchandise ? Does that affect the seUing price 
or the price at which a product is offered to the consumer? 
(The consumer is the person who buys a product.) What 
formula does the retailer use to determine the amount of 
markup that is necessary for him to make a profit? (The 
markup is the dollar amount that the retailer adds to the cost of 
an item to get the selling price.) 

Stefan could see that it would take a little time to get the survey 
information from each retailer. He decided to call a number of 
the local retailers and schedule a time to meet with them 
individually to present his survey. Most of the retailers were 
very cooperative and willing to help Stefan. Stefan thought that 
his offer to give each retailer a copy of the results of the survey 
gave him the extra edge that he needed to enlist their help. 

After all, knowing what other local retailers do in their 
businesses may give them ideas about how to make their own 
businesses better! 

After gathering the information from all of the surveys, Stefan 
noticed some things that the retailers had in common. Most of 
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them used a similar way of determining the selling price of a 

product, or the price at which a product is offered for sale to the 

consumer. In general, the retailers arrived at a selling 

price by beginning with the amount that they paid 

for an item. This price is the invoice price, or y' my 

cash price, of an item. The retailers then added \^i/y / 

their buying expenses — which includes 

transportation and insurance — to the S 

invoice price. Adding the invoice price and 

the buying expenses gave the retailer the 

Retailers must also consider operating expenses when 
determining selling prices. Operating expenses are all of the 
expenses needed to run a store — salaries, rent, utilities, taxes, 
advertising, etc. The gross profit or markup is the amount the 
retailer adds to the cost of an item to get the selling price. The 
amount of markup or gross profit must be enough to cover the 
operating expenses and provide a sufficient net profit The net 
profit is the actual amount of money that the retailer will earn 
after buying expenses and operating expenses are subtracted. 



Refer to the information given above to answer the following 
questions. Use the Go Figure... area for any calculations. 
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The owner of the electronics and video 
store Electronicity scouted around to 
find the best place for the store to 
purchase Sony Discman compact disc 
players. He found a wholesaler who was 
selling the players at $74.48. The 
transportation and insurance costs for 
getting each item to the store is $3.98. 
What is the cost of each item for the 
owner? 

Cost = Invoice Price + Buying Expenses 
Cost = $74.48 + $3.98 
Cost = 



Back at the store, the owner had to 
decide on the selling price for each Sony 
Discman. If he used a 40% rate of 
markup, how much was his gross profit 
and what is the selling price? 

Gross Profit = Cost x Rate of Markup 
Gross Profit = $78.46 x .40 
Gross Profit = 



Selling Price = Cost + Gross Profit 



Selling Price = $78.46 + $31.38 



Selling Price = 
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If the owner estimates operating 




expenses for this item at $20, what is the 


^5^ kp kp 


net profit or the actual amount that the 




owner will earn from the sale of each 




SonyDiscman? 




Gross Profit - Operating Expenses = Net Profit 




$31.38 - $20.00 = Net Profit 




= Nrt Profit 




After compiling ail of the information that he had collected, 




Stefan could see many common business practices in the area. 


^ ^ ^ ^ 


He was also able to rank the businesses that gave consumers 




the best buys. Using his information, Stefan made an educated 
guess about the local businesses’ effect on consumer 




purchasing in the area. He hoped that his tindings would be of 


some help to the business owners who cooperated with him on 


his project. 


$$$$$ 
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Amount of Markup 


Solve 


the problems below. Write the correct answer on each line. 




Amount of Markup = Cost cw Goods x Perce3VT of Markup 




Product 


Cost of 


% of Aniount of 






Goods 


Markup Markup 


1. 


VCR 


$280 


20% 


2. 


gym equipment 


$1650 


33% 


3. 


stereo 


$452 


10% 


4. 


guitar 


$588 


22% 


5. 


drum set 


$1200 


22.5% 


6. 


car stereo 


$700 


18.7% 


7. 


motorcycle 


$1520 


10.5% 


8. 


computer 


$1800 


21% 


9. 


bass drum 


$2420 


12% 


10. 


big screen TV 


$2500 


18.9% 


11. 


A home gym is purchased by the retail store for $1050, then marked up 




18%. What is the amount of markup? 




12. 


A pair of men’s 


running shoes cost the dealer $30. He marked them up 




16%. What is the amount of markup? 
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Selling Price 

Solve the problems below. Write the correct answer on each line. Round to the 
nearest cent. 

Selling Price = CostofG<xm)s + Amount iw Markup 



Item 

1. dozen eggs 

2. 5 lb. bag onions 

3. 1 lb. spaghetti 

4. 1 lb. ground beef 

5. 16 oz. can 
tomato sauce 



Cost of 
Goods 


%of 

Markup 


$.60 


63% 


$.45 


90% 


$.37 


40% 


$.82 


300% 


$.39 


39% 



Amount Selling 

of Markup Price 



6. The cost of the prom dress worn by the prom queen was $90 retail, and the 
markup was 30%. What was the selling price? 



7. A small sailboat cost the dealer $1200. The percent of markup is 42%. 
What is the selling price? 



8. What is the selling price of a pair of skates, if the dealer’s cost is $25 and 
the markup is 35%? 
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9. In order to have a successful landscape business Joe bought a lawnmower 
which cost the dealer $120 and sold with a 25% markup. What was the 
selling price of the lawnmower? 



10. A stereo cost the store owner $216.98. He marked his cost up 33%. What is 
the amount of markup and the selling price of the stereo? 

amount of markup 

selling price 

1 1. The merchant bought a coat for $199.98. He then marked it up 25%. WTiat 
is the amount of markup and the selling price of the coat? 

amount of markup 

selling price 

1 2. The owner of a boat store paid $5280 for a sailboat He marked it up 1 8%. 
What is the selling price and the amount of markup of the sailboat? 

amount of markup 

selling price . 

13. A computer cost Computer World $1692.95. It was marked up 

16 */ 2 %. What is the selling price and the amount of markup of the 
computer? 

selling price 

amount of markup 
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The Tough Go Shopping! 



Buying Power 

Stefan’s understanding of retailing did not stop at buying, 
pricing, and selling products. His understanding allowed him to 
be a smart consumer. His knowledge of pricing methods gave 
him an edge on getting the best quality products for the least 
amount of money. He knew that being aware of best buys and 
discounts made him a “Power Buyer.” The money that he saved 
on his purchases could be put into a savings account or used to 
buy other items that he really wanted. 



PrioeperunM 



Uni of measurei 
oroount 



One of Stefan’s favorite, 
shopping strategies was 
finding the best buy — 
using information to 
determine which size of a 
product is the best buy 
based solely on price per 
unit. The information 
most often used is the 
unit price. The unit price of an 
item is its cost per unit of measure 
or count, such as dollars per pound 
or cents per ounce. It is usually 
calculated by dividing the price of 
an item by the total units in that 
item. 



Which is the Best Buy? 




.Count per bottle 



Price per bottle 



[160Z. per bottle] 





Use the Go Figure... area for any calculations. 
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Stefan is purchasing a package of 
Michael Air Jordan Hanes underwear. 
There are 3 pairs of underwear in each 
package for $4.98. What is the unit price 
of each item? 

Price Per Item + Units = Unit Price 
$4.98 + 3 = Unit Price 
= Unit Price 



Stefan had seen the ccminercial with Michael Jordan 
advertising Hanes underwear. Michael Jordan was his all-time 
favorite basketball star. But the businessperson in him told him 
that he needed to compare the unit price of another brand with 
the unit price of the Hanes underwear. 



Stefan picked up a package of BVD 
underwear. The package contained 4 
pairs of underwear, and sold for $5.98. 

The price of the Hanes package is $4.98. 

N Which package is the better buyl 

Compare Unit Prices = Unit Price #1 < or > Unit 
Price#! 

Unit Price #1: Hanes 3-pk. = $1.66 
Unit Price #2: BVD4-pk. = 



Unit Price of Hanes 3-pk. ^ or ^ Unit Price of BVD 4-pk. 



80 



16G 



Buying and Selling 






Having made the comparison of the two unit prices, Stefan 
knew that the package of B VD underwear was the better buy. 
He really wanted the Michael Air Jordan Hanes underwear, so 
he had to decide whether or not the savings he would get by 
buying the BVDs was worth passing up the satisfaction he 
would get by buying the Hanes. He finally decided to buy the 
BVDs, save the 160 per pair of underwear, and use the money 
he saved to help buy a soft drink before 
continuing with his shopping. 

As Stefan walked through the mall, he 
noticed a sign in the window of his 
favorite men’s clothing store. The sign 
said “SALE!” Stefan was all for 
saving money, so he decided to see 
if he could get a new shirt for his 
graduation at a discount — the 
amount of money that is saved by 
purchasing a product at the sale price 
rather than the regular selling price. The 
discount is also called the markdown. 

Stefan was very interested in finding out exactly how much 
discount he would get. It was a relatively simple process — ^find 
the REGULAR SELLING PRICE of the item and subtract the sale 
PRICE from it. Finding the discount rate was just a little more 
difficult The discount rate of an item is its markdown 
expressed as a percentage of its regular selling price. Most 
businesses advertise using the discount rate rather than the 
actual sale price. 









Use the Go Figure... area for any calculations. 
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Stefan saw a white shirt that he liked <m 
the sale rack in the store. The shirt was 
marked $24, but over the rack a agn 
read 30% off. With a discount rate of 
30%, how much would Stefan save on 
the white shirt? 

Discount = Regular Selling Price x Discount Rate 
Discount = $24.00 X .30 
Discount = 

Stefan decided that the discount rate 
sounded good, but he wondered just 
how much the shirt would cost What is 
the sale price of the white shirt? 

Sale Price = Regular Selling Price - Amount of 
Discount 

Sale Price = $24.00 - $7.20 
Sale Price = 



Stefan liked the price and bought the shirt. He was pleased to 
have saved money and to have gotten good quality at the same 
time. As he continued through the mall, he remembered thg t he 
needed some personal items from the drug store. As he 
shopped for the items in the drug store, he tried to figure out 
just how much money he would have to pay when he reached 
the cash register. He had Hgured the total selling price — the 
sum of selling prices for all items — in his head, except that he 
had not Hgured in the sales tax — a tax on the selling price of 
an item or service that is purchased. Sales taxes are set at a 
particular rate and may be different for each state. This rate is a 
percentage of the total amount purchased. The sales tax for the 
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state of Florida is 6%. This amount is added to the selling price 
of some items. Retailers usually do not post the sales tax. 




Use the Go Figure... area for any calculations. 

At the drug store, Stefan bought 
toothpaste at $2.69, mouthwash at $3.19, 
shaving cream at $2.89, and laundry 
detergent at $5.79. What is the amount 
of sales tax that he will have to pay, 

using Florida’s sales tax rate? 

[ 

Sales Tax = Sales Tax Rate x Total Settling Puce 



Sales Tax = .06 x (_ 
+ 



Sales Tax = 



What will be Stefan’s total purchase 
price — ^the total selling price plus the 
sales tax? 

Purchase Puce = Selling Puce + Sales Tax 



Purchase Price = 



Purchase Puce = 



I 
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The Best Buy 

Determine which is the best buy. Write the correct answer on each line. Carry the 
answer out to the third decimal place only. 

Unit Price = Cost + Cost per Unit 

1. Which is the better buy, a 10-lb. bag of charcoal for $1.89 or a 20-lb. bag 
for $3.49? 



unit price 101b.. 
unit price 20 lb. . 
better buy 



2. Which is the better buy, pick your own apples for 400 a pound or a 5-lb. 
bag for $1.69? 



unit price pick your own. 

unit price 5 lb. 

better buy 



3. Debbie’s favorite shampoo is available in the following sizes: a 7-oz. 
bottle for $2.29, a 5-oz. bottle for $1.59, and a 4-oz. bottle for $1.36. What 
is the unit price of each and which is the best buy? 



unit price 7 oz. 
unit price 5 oz. 
unit price 4 oz. 
best buy 
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4. Six cans of Pepsi cost $2.29 and five cans of Coke cost $1 .90. What is the 
unit price for each and which is the better buy? 



unit price Pepsi 
unit price Coke 
better buy 



5. Which is the better buy, 12 ounces of soda for $.59 or 32 ounces of the 
same soda for $1.29? 



unit price 12 oz. 
unit price 32 oz. 
better buy 



6. Potato chips are on sale for 12 ounces for $.99 or 36 ounces for $3.95. 
Which is the better buy? 



unit price 12 oz. 
unit price 36 oz. 
better buy 



7. Yolanda is cooking spaghetti for her club’s dinner. She can buy 1 pound for 
$.98 or 5 pounds for $4.98. Which is the better buy, if she needs 5 pounds? 



8. Juan needs to buy some potatoes. He found the potatoes in 5-pound and 
10-pound bags. The 5 lb. bag costs $1.29 and the 10 lb. bag costs $2.49. 
What is the unit price of each and which is the better buy? 



unit costs 



better buy 
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Amount of Discount 


Solve the problems below. Write the correct answer on each line. 




Amount of Discount = Original Price x Rate ot Discount 


Original Price 


Rate of Discount Amount of Disfxiunt 


1. 


$25.00 


15% 


2. 


$42.00 


10% 


3. 


$37.00 


20% 


4. 


$125.00 


50% 


5. 


$27.00 


33% 


6. 


$52.00 


40% 


7. 


$77.00 


60% 


8. 


$85.00 


25% 


9. 


$12.50 


20% 


10. 


$16.70 


30% 


11. 


Stefan bought 


a 4-head VCR for $399.00. He was given a 30% discount. 




What was the amount of his discount? 



o 
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Rate of Discount 


Solve the problems below. Write the correct answer as a percent on each line. 




Rate of Discount 


= Amount of Discount + Original Price 


Original Price 


Amount of Discount Rate of Discount 


1. 


$122.10 


$48.84 


2. 


$50.00 


$5.00 


3, 


$120.00 


$18.00 


4. 


$250.00 


$125.00 


5. 


$160.00 


$40.00 


6. 


$42.50 


$5.10 


7. 


$163.20 


$36.72 


8. 


$262.00 


$66.81 


9. 


$83.00 


$27.39 


10. 


$120.00 


$65.40 
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Amount of Discount and Rate of Discount 



Solve the problems below. Write the correct answer on each line. 

Amount of Discount = Original Price x Rate of Discount 
Rate of Discount = Amount of Discount Original Price 
Sale Price = Original Price - Amount oe Discount 

1. If the original price of a basketball is $24.95 and the amount of discount is 
$4.99, what is the rate of discoimt? 



2. Find the amoimt of discoimt if a dress that originally cost $60.00 is on sale 
for 20% off. 



3. What is the sale price of a VCR whose original price was $260 and is now, 
on sale for 30% off? 



4. What is the rate of discount if a $350 stereo is discounted $70? 



5. Find the amount of discount if the regular price of a pair of shoes is $29.95 
and the rate of discount is 20%. 



6. Find the sale price of the shoes in problem 5 above. 



1 7 -) 
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7. Find the sale price if the amount of discount on a VCR is $26 and the 
regular price is $259.99. 



8. Find the amount of discount on a car stereo whose regular price is 
$259.95, if the rate of discount is 25%. 



9. The amount of discount on tapes at the Audio Store is $4 off the regular 
price. If the regular price is $12.95, what is the discounted price? 



10. What is the amount of discount if a car which sells for $15,250 is sold for 
20% off the original price? 



11. Scuba equipment is selling for 30% off the regular price. What is the 
discounted price of a piece of equipment that costs $260? 



12. G^rta wanted to buy a dresser that cost $499. It was advertised as having a 
20% discount. What was the amount of discount being offered on the 
dresser? 
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Sales Tax 



6.01 




Solve the problems below. Write the correct answer on each line. Round to the 
nearest cent. 



Sales Tax = Selling Price x Sales Tax Rate 



Selling Price 

1. $69.50 

2. $129.90 

3. $1021.95 

4. $88.90 

5. $250.00 

6. $29.95 



Sales Tax Rate 

6 % 

5% 

5.5% 

6 % 

7% 

j 

5% 



Sales Tax 



7. Pierre bought a smoke alarm for $19.39. Hie rate of sales tax was 6%. 
What was the amount of sales tax Pierre paid? 



8. If sales tax is 6%, what is the tax on a CD system which sells for $129? 



Buying and Selling 




3. jewelry $95.00 10% 

4. Sales tax is charged in addition to the excise tax. If the sales tax is 6% and 
the excise tax is 10% on an airplane ticket which costs $250, find the sales 
and the excise tax. 

sales tax 

excise tax 

5. June’s telephone bill was $12.50 for regular service and $16.40 for long 
distance calls. An excise tax of 3% and sales tax of 7% were added to the 
. bill- What was the amount of sales tax and excise tax? 

sales tax 

excise tax 



6. Ian paid $15 for gas and an additional 15% excise tax. What was the 
amount of excise tax? 



Buying and Selling 




7. Find the sales tax on a video tape which sold for $10.95 if the rate of tax is 
7%. 



8. Find the excise tax charged on a $159.95 ring if the tax rate is 10%. 



9. Find the total price of the $159.95 ring if there is a 7% sales tax on the 
ring in addition to 3% excise tax. 



10. What is the sales tax if the amount of tax is 7% and the sale price is $64.98? 




11. A new leather jacket sold for $139.95 not including taxes. There was a 10% 
excise tax and a 5% sales tax on the jacket 

What was the excise tax? 

What was the sales tax? 

12. Stefan stayed at a hotel on his trip to south Florida. What did Stefan pay for 
his room if the room cost $120 and he had to pay a 7% sales tax and a 5% 
resort tax? 
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Total Purchase Price, Including Taxes 

Solve the problems below. Write the correct answer on each line. Round the 
answers to the nearest cent 

Tax = Selling Price x Tax Rate 
Total Price = Selling Price + Amount (w Tax 

Tax Total Price 



Item 


Selling Price 


Tax Rate 


CD Player 


$139.95 


5% 


VCR 


$99.95 


5% 


bicycle 


$320.95 


6% 


camcorder 


$499.95 


5% 


clothes 


$39.95 


6% 



6. The tickets to the F.S.U. football game were $50. What was the total price 
if the sales tax was $3.50? 



7. If the rate of sales tax was 6%, what was the total price of a computer game 
which sold for $89.95? 



8. The price of a new shirt is $15.95. There is a 6% rate of sales tax. What is 
the total price of the shirt? 
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9. Cindy bought a new watch which cost $59.98. There is a 5% sales tax on 
the watch. How much sales tax did Cindy pay, and what was the total price 
of the watch? 

sales tax 

total price 

10. Gerta bought a set of luggage for $350. There is a 8% sales tax on luggage. 
How much sales tax did she pay, and what was the total price of the 
luggage? 

sales tax 

total price ■ 

11. Debbie bought two tickets for the concert at the Civic Center. The tickets 
cost $40 plus 7% sales tax. What did Debbie pay for the tickets? 



12. What is the tax and total price of a car costing $17,500 if the tax rate is 
6 %? 

sales tax 

j 

total price 
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Change after a Purchase 


Solve the problems below. Write the correct answer on each line. 




Change 


= Amount Tendered - Amount of Purchase 


Amount of Purchase Amount Tendered Change 




Including Tax 


1. 


$25.78 


$30.00 ^ 


2. 


$12.80 


$15.00 


3. 


$16.17 


$20.00 


4. 


$126.42 


$130.00 


5. 


$19.20 


$20.00 


6. 


$8.23 


$10.00 


7. 


$275.63 


$280.00 


8. 


$18.75 


$20.00 


9. 


$4.52 


$5.00 


10. 


$34.21 


$40.00 


11. 


How much change will you receive if the total cost of new jeans is $22.50 




and you give the sales clerk $30? 
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1 2. Cassandra went shopping for new school clothes. She bought a dress which 
cost $39.99, shoes for $21.99, and a purse for $14.99. The tox is $5.39. 
How much change would she get back if she gave the sales clerk $100? 



13. Stefan bought a gift for a friend. The total price, including tax, was $43.50. 
He gave the clerk $50. How much change did he receive? 



14. Cassandra bought a glider swing for $206.70, including tax. She gave the 
clerk $210. How much change did she receive? 



15. Helen bought a new jewelry box. Her bill came to $105.93, including the 
tax. She gave the clerk $120. How much change did she receive? 



16. Juan bought a new pair of tennis shoes. The clerk told him his bill came to 
$80.25. He gave the clerk $85. How much change did he receive? 
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Vocabulary 

Study the terms and definitions below. 



Revolving Credit Accounts 



annual percentage rate . 



the rate (in percent) of the 
finance charge on money 
borrowed 



charge use of a charge account 

charge account an account that allows you to 

make periodic payments rather 
than pay at the time of the 
purchase . 

compound interest interest calculated on the daily, 

weekly, or monthly balance of an 
account 

credit an account from which a 

consumer may borrow to pay for 
purchases 

credit card a card showing the salesperson 

that tl^ cardholder has been 
approved for credit 

finance charges the cost to a customer to use 

credit to purchase something 

monthly statement a record of purchases, payments, 

and finance charges for a 
monthly billing cycle 
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sales receipt a printed acknowledgement of 

having received and paid for or 
charged a good or goods 

unpaid balance the amount due on an account 

after payments and credits have 
been deducted 

Installment Buying 

amount financed the amount of money owed on a 

purchase after the down payment 
is made 

cash price the cost of a purchase without 

additional finance charges 

down payment the part of the purchase price 

that is paid |n cash at the time of 
buying when an item is financed 
using an installment loan 

installments the equal payments, usually 

monthly, paid on an installment 
loan 

installment loan a loan that is repaid over a 

certain period of time, usually in 
equal payments 

installment price total cost using the installment 

plan 
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CHAAAARGE It! 



Revolving Credit Accounts 

Angela was a regular customer at 
Lexington’s Department Store. On one 
of her weekend shopping trips, the 
department store had begun a new 
promotion for new credit card 
accounts. (A credit card provides 
credit, or shows a salesperson that you’ 
been approved for credit.) The store was 
offering a gift of an AM-FM clock radio and 15% off of the 
first credit card purchase. Applying for a credit card at 
Lexington’s had never occurred to Angela, but she needed a 
clock radio. In addition, having a credit card would allow her 
to buy the things she wanted or needed, and pay for them later. 
She wouldn’t have to carry a lot of ca^ with her or write a 
check. She could even purchase items over the phone if she 
wanted to. That would save her a lot of time — another 
advantage of having a credit card. 

Before Angela could open a charge account, she had to fill out 
a credit card application. The credit card that she was applying 
for is called a single purpose card — ^it can be used only at a 
Lexington’s department store. Other single-purpose cards 
include gas cards and phone cards. Some cards are multi- 
purpose cards. A multi-purpose card can be used to charge 
purchases at a variety of businesses. For example, the same 
multi-purpose card could be used at restaurants, rental car 
agencies, hotels, and a variety of other businesses too. 

On the application, there was a blank for information about a 
co-applicant, or the person with whom Angela might have a 
joint account. Angela’s charge account, however, would be an 
individual account. If she were married, then she might rather 
have a joint account, which would give her spouse charging 
privileges also. 
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Refer to the credit card application on the following page to 
answer the questions below. Use the Go Figure... area for any 
calculations. 

1. If Angela has lived in her apartment for 18 
months, would she complete line 4 ? 



2. Suppose Angela has lived in her apartment for 2 years 
and 3 months, would she complete line 4 ? 



3. ^ Angela has had her present job for one year and 9 
months, would she complete the last line of section 5? 



4. If Angela has had her present job for almost 3 years, 
would she complete the last line of section 5? 



5. If Angela has worked at her present job for exactly 48 
months, how would she complete the box that asks 
“How long?” in section 5? 
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DEPARTMENT STORE 

CREDIT CARD APPUCATION 



TYPE Of ACCOUNT REQUESTEO(chicliCfM) 
(llariid appflonti imy ippiy tor toGount^ 






□ 






NAME 



Fl»r NAME 






ADDRESS 



% 



RENT 

□ own 





APIS 


■V ; v..:CITY ,/C 


HOWLONQT 


HOHEPHONE 




YRS. 







8UTE ; 



ZPOODE: 









OA1EOFBWTH 



SOCIAL SECURITY HO. 



;DWVEirB UCENSE NO>-^iNE; 



PfEVDUS ADORESS(lloMfw2ptMp«MNNdmt) 

o 



CRY 



81ATE / SPCODE 



EMPLOYER 

€L 



posmoN 



'HOWLONQT 



•;:^r:^YRav 



BUSINESS ADDRESS 



■USMeSB PHONE 



FORMER BUS. EMPLOYER (V toM Sun a Rm M pwmQ 






C04PPLICANT MFORIUTION (I JoM Ateounl NquMlMQ 
LA8TNAHE RRST NAK ' : , 



leAnbiBWPTO '5^ 



employer employersaoimesb 




‘ • ■ V yA-'- . ic 




^LNK-LBT BRANCH AND ADDRESS 


J',- . ii'r.:- ■ ■ i VcQ CHEdOMO-: ■* 

8«*“*vy 


OTHER CREDIT REFERENCES? ^ 








i • • '* ■'T 'i ’■ ^ ^ ^ ^ 
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Without considering any of the disadvantages of using a credit 
card, Angela decided to fill out the application for the credit 
card and to collect her new clock radio. And since she came in 
the store to make some purchases, she would just use her 
instant credit account and save 15% at the same time. Angela 
did not realize that she might buy more than she could afford, 
since she did not need cash to make purchases. She didn't think 
about the compound interest — ^interest on the amount charged 
to her account — ^that she would have to pay. Most companies 
call this compound interest the finance charges — their fee for 
allowing you to use their credit and pay later for purchases. 

The interest rate on the Lexington’s credit card was 1 Vj% per 
month. This means that Angela would have to pay an annual 
percentage rate (APR) of 18% on her unpaid balance. If 
Angela paid her bill in full within 30 days, then she would not 
have to pay any finance charges. However, if she charged 
more than she could pay in a month, then she would make a 
partial payment and pay the finance charges on the unpaid 
balance. 



Refer to the account statements on the next page to answer the 
questions that follow. Use the Go Figure... area for any 
calculations. 
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On March IS***, Angela bought a lamp 




for $39.90 and a stereo for $499, 




including tax. She charged both 


purchases. After she received her first 


'Krhith/rbifhcr 


bill, she paid $50 on her account What 




is the unpaid or new balance on 
Angela’s account at the beginning of the 


SS! 


second month? 


1 ^ ^ y ^ ^ 


Unpaid Balance = (Previous Balance + Charges) + 




Finance Charge - (Payments + Credit/Returns) 




Unpaid Balance = ($538.90 + 0) + $7.33 - ($50) 




Unpaid Balance = 




The finance charge on Angela’s account 


1 ^ ^ ^ iw: 


is 17^% a month on the unpaid balance. 


^ ^ ^ ^ 


What finance charges will be added to 


5 $$$$^ 


her next bill? 


Finance Charge = Unpaid Balance x Monthly Interest 




Rate 




Finance Charge = $496.23 x .015 


5 $$$$! 


Finance Charge = $ 


4? d? ct^ c 


Angela paid her balance in full on June 




10***. What will be her finance charge on 


^ ^ ^ ^ c 


the next billing statement? 


« <t 1 8 


Finance Charge = 



ERIC 



108 



192 



Borrowing and Lending 









$$$$$ 


When Angela made her first credit card purchase, she received 
a sales receipt. She took a good look at the receipt to make 
sure that it had the correct price of the item that she was 


$$$$$ 


buying. Then she signed the receipt, and the store clerk gave 
her a copy of it She then put the receipt in a safe place in case 
she needed it later. The store uses this receipt to figure the bill. 


mil 


and then mails a billing statement or monthly statement, to 
customers who have used their charge cards. Angela knew that 
she alone was responsible for making sure that her statement 


$$$$$ 


was correct, and informing the company if she found any 
mistakes. When Angela received the billing statement, she 
checked her receipts against the information on the billing 


$!$$$ 


statement She followed the five steps listed below. 




1. Compare the receipts and the billing 




statement. Be certain the billing 
statement is correct 


$$$$$ 


2. Make sure any payments you made 




have been credited to your account 


ra R o 


3. If you returned any purchases, make 




sure the refund has been credited to 


® ® ® ® ® 


your account. 




4. Look to see how much you owe and the 




date payment is due. 




5. Look to see how much credit you have 




left in your account A credit limit is the 
maximum amount you can charge. 


$$$§ 


Refer to Angela’s second bill on page 107 to answer the 
questions below. Use the Go Figure... area for any 
calculations. 


gill 




$$$$$ 
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1. What is the number of Angela’s account? 

2. When is her payment due date! 

3. What is the credit limit on her accoimt? 

4. What is the amount of credits/retumsl 

5. What is the amoimt of the finance chargel 

6. What is the new ha/once? 

7. What is the minimum payment duel 

Angela had to pay a costly finance charge on her second bill. 
However, if Angela pays her monthly bill in full each time, she 
will not have to pay a finance charge, or interest on her unpaid 
balance. Angela foimd alternatives to charging more than she 
could afford to pay. She could save her money in a savings 
account and earn interest imtil she had enough money to pay 
for expensive purchases. 

Angela learned important lessons about charge cards and 
charge accoimts. She learned that when she gave a salesperson 
her credit card to charge a purchase, she was really making an 
agreement to pay at a later time. Angela also learned that if she 
didn’t pay her charge account in full each month, then her 
purchases were going to cost more than the price of the item. 
It’s easy for buyers to forget that finance charges will be added 
to their balance. 
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New Balance 






Solve the problems below. Write the correct answer on each line. 




New Balance = 


Previous Balance -t- Finance Charge -t- Total Purchases 






— 


Payments AND Credits 






Previous 


Finance 


Total 


Payments 


New 




Balance 


Charge 


Purchases 


and Credits 


Balance 


1. 


$22.50 


$2.10 


$25.60 


$15.00 




2. 


$180.50 


$11.50 


$6.00 


$35.00 




3. 


$151.60 


$8.62 


0 


$120.00 




4. 


$15.00 


$.65 


$62.10 


$10.00 




5. 


0 


0 


$27.80 


0 




6. 


$27.80 


$.23 


0 


$25.00 




7. 


$120.00 


0 


0 


$120.00 




8. 


$521.00 


$15.80 


0 


$125.00 




9. 


$162.50 


$2.25 


$25.60 


$50.00 




10. 


$280.00 


0 


$650.20 


$110.00 
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Finance Charge and New Balance 

Solve the problems below. Write the correct answer on each line. 

Finance Charge = Previous Balance x Monthly Rate 




New Balance 


= Previous Balance + Finance Charges + Total 
- Payments AND Credits 


Previous 

Balance 


Monthly 

Rate 


Finance Total 

Charge Purchases 


Payments 
and Credits 


1. $16.50 


1.8% 


$20.00 


$15.00 


2. $108.25 


1.5% 


$22.50 


$100.00 


3. $55.81 


1.19% 


0 


$50.00 


4. $652.50 


1.7% 


$10.00 


$150.00 


5. $352.25 


1.5% 


0 


$25.00 


6. $117.65 


1.25% 


$25.52 


$15.00 


7. $35.22 


1.8% 


$6.95 


$35.00 


8. 


0 


1.8% 


$15.80 


$5.00 


9. $14.70 


1.7% 


0 


$5.00 


10. 


.22 


1.5% 


$141.52 


0 
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Finance Charge and New Balance 

Solve the problems below. Write the correct answers in the spaces provided. 

1. Mrs. Johnson recently received the statement shown below for her monster 
account The company charges a monthly finance charge of 1.8%. Using 
the formulas on p. 1 13, find her finance charge and new balance. 



PrevipuB 

Balance 


Closing Date 
This Month 


Closing Date 
Last Nfonth 


Finance 

Charges 


ToUl 

Purchases 


Late 

Charges 


Payments 

and 

Credits 


New 

Balance 


$1020.60 


9-02-93 


8-01-93 




$28.98 


0 


$352.00 





2. Chris has a charge account at Allen’s Sports Store. His statement for 

September is given below. The company charges a monthly finance charge 
of 1.7%. Using the formulas on p. 1 13, find his finance charge for the 
month and his new balance. 



Previous 

Balance 


Closing Date 
This Month 


Oosiiw Date 
Last Ntonth 


Finance 

Charges 


Total 

Purchases 


Late 

Charges 


Payments 

and 

Credits 


New 

Balance 


S62P.4D 


9-06-93 


8-06-93 




$22.50 


0 


$220.00 





3. Angela received her statement from Lexington’s Department Store. They 
charge 1.6% monthly for the finance charge. Using the statement below, 
find her finance charge and new balance. 



Previous 

Balance 


Closing Date 
This Month 


Qosiiw Date 
Last Month 


Finance 

Charges 


Total 

Purchases 


Late 

Charges 


Payments 

and 

Credits 


New 

Balance 


$500.00 


11-02-94 


10-02-94 




$22.95 


$15.00 


$150.00 
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Unpaid Balance and Finance Charge 



Some companies charge finance charges from the day of purchase. Using the 
formulas below, solve the problems. Write the correct answer on each line. 



Unpaid Balance = Previous Balance - Payments and Credits 



Finance Charge = Unpaid Balance x MtwrraLY Interest Rate 



Previous 

Balance 


Payments 
and Credits 


1. 


$252.02 


$50.00 \ 


2. 


$821.60 


$25.60 


3. 


$265.98 


$150.00 


4. 


$52.21 


$52.21 


5. 


$117.50 


$17.50 


6. 


$82.65 


$82.65 


7. 


$215.00 


$200.00 


8. 


$163.90 


$63.00 


9. 


$55.84 


$25.00 


10. 


$216.25 


$20.00 



Unpaid Monthly 

Balance Interest Rate 

1 . 8 % 

1 . 8 % 

1 . 6 % 

1.5% 

1.71% 

1 . 6 % 

1 . 8 % 

1.71% 

1 . 6 % 

, 1.5% 



Finance 

Charge 
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Finance Charge and New Balance Using Average 

Daily Balance 

Solye the problems below. Write the correct answer on each line. Round your 
answer to the nearest cent. 

Finance Charge = Average Daily Balance x Periodic Rate 
Ne^ Balance = Finance Charge -i- Previous Balance -i- Total Purchases 



Average 

Daily 

Balance 


Periodic 

Rate 


Finance 

Charge 


Previous 

Balance 


Total New 

Purchases Balance 


1, $150 


1.5% 




$134 


$125 


2. $175 


1.6% 




$156 


$70 


3. $125 


1.5% 




$105 


$100 


4. $225 


1.7% 




$210 


$15 


5. $80 


1.8% 




$75 


$160 


6. $115 


1.5% 




$98.50 


$120 


po 

O O 


1.5% 




$130.80 


$20 


1.7% 




$48.20 


$200 



9. Katrina’s charge account has a previous balance of $265.25. She had new 
purchases totaling $62.50 and finance charges of $2.83. What is Katrina’s 
new balance? 
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New Balance 

Solve the problems below. Write the correct answer on each line. 

New Balance = Previous Balance + Finance Charge + Total Purchases 

- Payments AND Credits 




9. What is the new balance on a charge account with a previous balance of 
$175.25, new purchases of $72.29, and tinance charges of $1.35? 



Previous 


Finance 


Total 


Payment 


New 


* 


Balance 


Charge 


Purchases 




Balance 




1. 


$150 


$1.45 


$125 


$75 




‘i 


2. 


$175 


$2.50 


$70 


$80 






3. 


$125 


$1.50 


00 


$75 






4. 


$225 


$1.65 


$15 


$50 




4 


5. 


$80 


$1.95 


$160 


$65 






6. 


$115 


$2.30 


$120 


$60 






7. 


$150 


$1.45 


$20 


$25 






8. 


$50 


$1.85 


$200 


$75 




i 



<?> 






Borrowing and Lending 



How Long Do I Have to Pay? 







Installment Buying 

Juan Rivera was pleased with all of his new 
furniture, but he continued to watch his old 
TV. It served him well when he was in 
school, but it was far too small for 
entertaining his friends. Besides, it 
didn’t fit in with his new furniture. 

He wanted a larger, more modem 
TV. 

Juan shopped around at electronics stores to find the best buy 
on a TV. He found what he thought was a great deal. One of 
the stores had a 26-inch TV on sale for $625. He talked with 
one of the salespersons and found that the store had a financing 
plan of its own. The store offered an installment loan. An 
installment loan is one that is repaid in several ^ual payments, 
or installments, over a specified period of time. If Juan could 
make a 20% down payment, a portion of the cash price of the 
purchase, then he could pay for his TV in 18 equal monthly 
installments. The portion that he owed after making the down 

payment is called the 
amount financed. 
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Use the Go Figure... area for any calculations. 

Juan was asked to make a down 
payment of 20% of the cash price of the 
TV. How much would his down payment 
be? 

Down Payment = Cash Price x Percentage ot Cash Price 
Down Payment = $625 x 20% 

Downpayment = $625 x .20 
Downpayment = 



Find the amount of money that Juan had 
to finance to get the TV on an 
installment loan. 



Amount Financed - Down Payment = Cash Price 

Amount Financed = $625 - $125 

Amount Financed = 

Juan had learned about interest rates when he applied for a 
bank loan to buy furniture for his new apartment. He knew that 
he would have to pay finance charges for his use of the money. 
He knew that his monthly payment would include the total 
amount Hnanced plus the finance charge divided into equal 
payments. All lenders are required by law to inform the 
borrower of the finance charge. 
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Use the table shown below to follow the steps below. Use the 
Go Figure... area for any calculations. 



Juan knew that he wanted to repay his 
loan in 18 months, and that the annual 
percentage (APR) would be 18%. The 
bank officer showed him the table below. 
Find the amount of the Hnance charge 
that Juan will pay, and the total amount 
he will have to repay. 



APE 


Turn 

■ ' IB 'v'' 

M-TTltr 


IfYouPhnnoe... n . 

$200 46(» $1000 $1500 

Your MoatbIjrPiq'mnili Are i 




6 


34.31 


86.78 


171:56 


267.34 




12 


17.58 


43.96 


87.91 


131.87 


HWb 


18 


12.01 


30X)2 


^^80.05 


90.08 


V 


24 


9.22 




^46J4 


69.21 


• r 




iiiBO 


87.0Jl 


174.M 


2»iM 


^15% 


12 


18.06 


4612 


90.25 


135.38 




18 


12.47 


31.19 


62.38 


93.57 




24 


; 9.69 


24^4 


48.48 


72.72; 






36.10 


87.76 


176^ 


2i^ 




12 


18.33 


45.84 


91.68 


137.52 


. 18% 


18 


1^76 


31.90 


63.80 


95.70 




24 


9.98 


^24.96 


49.92 


74.88 



Installment Price = No. oe Paymes^tts x Mo. Paymesst 

Installment Price = 18 x ^ 

Installment Price = 



Finance Charge = Installment Price - Amount Financed 

Finance Charge = - $500 

Finance Charge = 
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Juan was very happy to go home with his new 26-inch color 
TV. After he had put the TV in his new living room, Juan 
checked the receipts and the agreement that he had signed. He 
noticed the installment price, or the actual amount of money 
that he would be paying for the TV, and wondered if he had 
done the right thing. To determine whether he should have 
gotten an installment loan, Juan should have asked himself a 
few questions. 

• Are his monthly payments too much 
of his net income? As a general rule, 
the total payment on all loans should 
not exce^ 20% of one’s net income. 

• Has he saved enough money to cover 
monthly payments? 

• If he lost his Job, would his savings 
cover two installments on the loan? 

If Juan had to answer “no” to any of these questions, then it 
would have been better for him not to have bought on credit. 
Juan should have gotten enough information together to 
calculate how much he’d have to pay back before he borrowed 
the money. 

The greatest benefit of buying on credit is being allowed to 
buy something now and pay for it later. However, the cost of 
repayment can be more than we can afford. 

Remember, borrowing too much money may be easy. 
Repayment may be harder. Be a smart consumer of loans. 
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Amount Financed 

Find the amount financed. Write the correct answer on each line. 

Amount Financed = Cash Pwce - Down Payment 



Item 


Cash Price 


Down Payment 


Amount Financed 


1. watch 


$220.00 


$23.00 




2. tire 


$53.26 


$2.75 




3. exercise bike 


$164.25 


$16.80 




4. golf clubs 


$865.22 


$54.80 




5. ring 


$164.10 


$18.00 




6. recliner 


$350.00 


$27.80 




7. Chris wanted to buy a suit costing $285. He gave the clerk $50 for a down 
payment How much did Chris have to finance? 



8. Malina's fiancd bought an engagement ring for her. The cash price was 
$450. He made a down payment of $90. What is the amount he had to 
finance? 
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Down Payment and the Amount Financed 

Solve each problem below. Write the correct answer on each line. Round to the 
nearest cent. 

Down Payment = Cash Price x Percent ot Down Payment 
Amount Finances = Cash Price - Down Payment 





Item 


Cash 

Price 


% of Down 
Payment 


Down Amount 

Payment Financed 


1. 


water skis 


$265.00 


14% 




2. 


motorbike 


$602.20 


5% 




3. 


computer 


$850.00 


10.5% 




4. 


TV 


$652.20 


6% 




5, 


clothes 


$350.00 


15% 




6 . 


bicycle 


$262.48 


8% 




7. 


Chris wants to 


buy a home 


gym. The cash price is $2180.95, and a 16% 



down payment is required. What is the amount of down payment and how 
much will be financed? 



down payment. 



amount financed 
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8. Mr. Goldstein purchased a sand drill The down payment was $35.25. The 
monthly payments were $18.25 for 12 months. Find the total of the 
monthly payments and total cost 



total of monthly payments 



total cost 

9. Angela needs a new lawn mower. She saw one advertised for $429.^. If 
she makes a 12% down payment what is the amount she will finance? 



down payment. 



amount Ananced 



10. Stefan needs some major work done on his car. The auto repair shop will 
finance the repairs, but they require a 20% down payment on the cost of 
the lepaiis. If the repairs cost $1500, how much of the cost will Stefan have 
to Aanance? 



down payment_ 
amount financed 
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2.05 












Installment Price 


Solve the problems below. Write the correct answer on each line. 


INSTALLME3VT PRICE 


= Down Payment + (Mo. Payment x No. of Payments) 




Monthly 

Payment 


No. of 
Payments 


Total of 
Monthly 
Payments 


Down Total 

Payment Installment 


1. 


$54.20 


12 




$135.00 


2. 


$25.30 


18 




$50.00 


3, 


$120.00 


12 




$250.00 


4. 


$30.50 


24 




$150.00 


5. 


$18.75 


12 




$52.60 


6. 


$52.50 


36 




$521.00 


7, 


$25.50 


18 




$140.00 


8. 


$65.80 


12 




$120.95 


9, 


$120.52 


18 




$215.75 


IQ. 


$165.20 


24 




$1200.00 


11. 


Leslie installed a swimming pool in her yard. The monthly payments were 
$89.25 a month for 36 months. What was the total installment cost if her 
down payment was $1500? 






total cost 
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Finance Charge 

Solve the problems below. Write Ae correct answer on each line. 

Amount Financed = Cash Price - Down Payment 
Finance Charge = Total Installmetit Payments - Amount Financed 

Cash Price Down Payment Total Installment Finance 

Payments Charge 

1. $725.00 $250.00 $660.00 . 

2. $595.98 $162.50 $661.20 

3. $798.78 $85.00 $747.00 

4. Jennifer purchased a computer and software. She put $250 down and made 
monthly payments of $92.50 for 18 months. The cash price of the computer 
is $1595. What is the finance charge? 



5. Monica bought a new boat with a cash price of $2510.75. The down 

payment was $350.00, and the total of all monthly payments was $2810.50. 
What was the finance charge? 



6. Angela wanted to buy new dining room furniture. The set she wanted cost 
$2000. The salesman suggested that she tinance the set by putting down 
$150 and making monthly payments of $87.50 for 24 months. How much 
would Angela pay in finance charges? 
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2.06 

Advantages and Disadvantages of Installment 

Buying 

Solve the problems below. Write the correct answer on each line. 

Installment Price = Mcwthly Paymejhts x Number of Payments + Down ' 

Payment 

Comparison of Plans = Installment Plan - Cash Plan 

1. A dance band needs a 150-watt amplifier which costs $559.95. They can 
buy it on the installment plan for $140 down an 12 monthly payments of 
$45. How much will the band save if they pay cash? 



2. Jim waints to buy a used car which costs $900. He can pay $450 down and 
make 24 monthly pa)mients of $45. Should Jim pay cash for his car or buy 
it on the installment plan? Why? 



3. After Juan paid off his loan for the TV set, the salesman at the electronic 
store talked Juan into buying a new sound system. He told Juan that the 
payments would be less than the TV set — only $31. 19 for 18 months if he 
made a down payment of $100. Juan decided to pay $600 in cash. Did Juan 
make a wise decision? Explain your answer. 




5 




Purchasii^ a Car 



Purchasing a Car 




o 



131 






a Gar 



o 

ERIC 






f q) 



l^tpcpq 



'*' It' IM. 

^ %% 



MHrcq 

I :m rm 



■% fii'H 411 (fh iti rf 












4> iq> H.IJ k 




Car Insurance 




age group 


... a category to which an 
automobile is assigned by an 
insurance company depending 
on its age; age group affects the 
base premium 


collision insurance.. 


... insurance to pay for repairs to 
your automobile if it is involved 
in an accident 


comprehensive insurance . 


... insurance that covers damage to 
your automobile caused by fire, 
vandalism, theft, etc. 


deductible 


... the amount of money paid by the 
insured for repairs 


driver-rating factor 


.. a number assigned by an 
insurance company to each 
driver based on the driver’s age, 
marital status, and so on; a high 
driver-rating factor results in a 
higher premium 


insurance-rating group 


.. a category to which an insurance 
company assigns an automobile 
depending on its size and value; 
insurance-rating group affects 
the base premium 


liability insurance 


.. insurance that pays for other 
p^ple’s injuries and property 
damage if the insured causes the 
accident 
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premium money paid to the insurance 

company for insurance 

uninsured motorist coverage .. insurance that pays for some of 

the costs if the insured’s car is hit 
by an uninsured driver 

Car Operation and Maintenance 

depredation a decrease in the value of an item 

because of its age or condition 

estimate the approximate cost 

fixed costs the costs of operating and 

maintaining an automobile that 
remain about the same regardless 
of the number of miles driven; an 
example of a fixed cost is 
insurance 

maintenance the upkeep of a place or thing 

(such as a car) 

parts and labor the sum of the charges for all 

new or rebuilt parts and for labor, 
or the time it took the mechanic 
to make the repairs 

variable costs the costs of operating and 

maintaining an automobile that 
increase as the number of miles 
driven increases; gasoline is an 
example of a variable cost 
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Driving For a Deal! 



Shopping for a Car 



Gerta has been at college and working part-time for two and a 
half years now. She has saved $4200, and she is ready to buy 
her first car. First, she has to decide whether to make a down 
payment on a new car or to purchase a used car, sometimes 
called a previously owned car. 

Gerta talked with her father on the phone about the strategies of 
buying a car. Then she visited several new car dealerships. One 
of the first things she noticed was a large piece of paper with 
prices on it glued to the window of every car. It was the sticker 
that car manufacturers are required by law to put on the window 
of every new car. The sticker must show all charges for the car. 
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The list on the sticker began with the base price — the price of 
the engine, the chassis, and all other standard equipment for a 
particular model. Also on the sticker was a list of options. 
Options are extras added to the car for convenience, safety, or 
appearance, such as a radio, air conditioning, power steering, 
and tinted glass. There was also a destination charge, or the 
cost of shipping the car from the factory to the dealer. At the 
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very bottom of the list was the sticker price for the car — the 
price that consumers would have to pay for the car. The sticker 
price is the total of the base price, options, and the destination 
charge. 




Use the Go Figure... area for any calculations. 

Gerta was trying to understand the 
numbers posted on the sticker of one car. 
Using the new car sticker above, help 
Gerta determine how the dealer arrived 
at the sticker price. 

Sticker Price = Base Price + Total Options + 
Destination Charge 



Sticker Price = $9752 + 



Sticker Price = 



+ $375 



Gerta remembered her father explaining that the dealer 
pays much less for a car than the price on the sticker. 

He pays less than the base price and less for the 
options. The dealer’s cost is only a percentage 
of the sticker price. The dealer doesn’t tell his 
percentage, but many consumer magazines 
often report the dealer’s cost. Gerta’ s father told 
her that with this in mind, she might make an offer 
to the dealer that is higher than his cost, but lower than the 
sticker price. Gerta was not sure that she could bargain well, but 
it was worth a try. 
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Use the Go Figure... area for any calculations. 

Gerta decided that she would do a little 
homework on car shopping. She bought 
the car issue of Consumer Reports 
magazine. She studied the “car buying” 
section. She saw that the dealer’s cost for 
the car she was interested in was about 
80% of the base price and 77% of the 
options price. The car she was interested 
in had a base price of $6352, options 
totaling $1387.40, and a destination 
charge of $225. What should Gerta 
estimate the dealer’s cost to be? 



Dealer’s Cost = Dealer’s Base Price + Dealer’s Options 
Price + Destination Charge 

Dealer’s Cost = (.80 x 6352) + (.77 x 1387) + $225 

Dealer’s Cost = $ + $ + $225 

Dealer’s Cost = $ 
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Financing a Car 




G^rta was excited about her bargaining 
power. Now she needed to think about 
her ability to pay for a car. She knew 
that $4200 would not be nearly enough to 
pay for a new car. However, her savings would make a good 
down payment on a new car. But G6rta didn’t know if the 
monthly car payments would be within her budget 

Speaking with a bank officer, Gerta learned that when making 
a car loan or financing a car, the down payment is subtracted 
from the price of the car. The amount remaining is paid off in 
monthly payments. The amount of each monthly payment 
would be determined by the number of months Gerta would 
choose to pay on her car, usually 12, 24, or 36 months. Her 
monthly payment would also depend on the amount of interest 
charged on her loan. 

GSrta understood that if she financed the car loan with the 
bank for 12 months, she would have monthly payments of 
$646.38. If she paid it off over 24 months, her payments would 
be $320. 19, and over 36 months her payments would be 
$213.46. Even $213.46 a month seemed too much for her to 
afford, so she decided to purchase a used car and not go into 

debt. She could 

buy a new car 
when she 
finished college 
and had a full- 
time job. 
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She called her 
father again to 
talk about 
buying used 
cars. He told 

her that car dealers usually advertise used cars for prices that 
are higher than what they expect consumers to pay. Ifc told her 
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that she needed to get a source of information, such as the Blue 
Book. The Blue Book is a publication that gives price 
information on used cars. It can usually be found at the library 
or a local bank. 



The Blue Book gives 
two prices on each car. 

Dealers usually buy 
used cars at the 
wholesale price listed in 
the Blue Book. Dealers 
usually sell used cars at 
the suggested retail 
value listed in the Blue 
Book. The dealer’s 
wholesale price is called 
the low-book price. This 
retail price of the car is 
called the high-book 
price. The Blue Book is e 
the purchase of a used ca 
a car, along with the moc 
or list price. 

G&rta was particularly interested in a sporty, little 1989 Honda 
Civic that she had seen. Gdrta used the Blue Book listing to 
figure out what she should offer for that particular car. She first 
found the suggested retail price of the car listed on the right 
side of the page. The dealer had priced this car higher than the 
high-book price. She decided not to buy the car unless the 
dealer was willing to lower his price. 

In one of the consumer magazines, Gt^rta found a formula for 
finding the fair retail price of a used car. (This formula is listed 
in the exercise on the next page.) 
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especially helpful when considering 
u*. It lists the year, make, and model of 
iel number, weight, and original price. 
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Refer to the partial Blue Book pages on the previous pages to 
find a fair price. Use the Go Figure... area for any 
calculations. 

The 1989 Honda Civic Hatchback 
Coupe 2D that Gerta liked was 
advertised for $5278. It had a sun roof, 
AM/FM stereo radio/cassette player, air 
conditioning, a manual transmission, 
and had been driven 76,000 miles. What 
should Gerta offer for the car? 



Fair Retail Price = (Suggested Retail Value + 
Additional Options) - (Options Deductions + Mileage 
Deduction) 

Fair Retail Price = ($4125 + $150 + $ 100 ) - ($225 + 
$ 350 ) 



Fair Retail Price = ($4125 +. 



) - 



Fair Retail Price = $4375 - $575 



Fair Retail Price = 



Now Gerta could bargain with the dealer. If she is able to buy 
the car at the Blue Book price, she will even have money left in 
her savings account. She was excited about her new-found 
knowledge. 
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Financing a Car 

Solve the problems below. Write the correct answer on each line. 

Finance Charge = Total w Mimthly Pa yme^tts - AmoiwtwLoan 

To'I'al OF Monthly Payments = AMpUNT of Mcmthly Payments x Number 

OF Payments 

Total of Monthly Payments Amount of Car Loan Finance Charge 
1. $12,450.23 $9995.95 



3. 

4. 

5. 



$9048.05 

$13,925.00 

$8475.00 

$7200.00 



$8225.50 

$10,425.99 

$7500.00 

$6345.75 



6. Judy bought a pre-owned car for $850. She made monthly payments of 
$79.50 for a year. What was her Hnance charge? 



7. Tom’s car cost $4848. He made monthly payments for 24 months. What 
was the total amount of each payment? 



8. Bud Hnanced his new Mustang for 36 months at $425 a month. What was 
Bud’s Hnance charge if the selling price of the car was $13,990.00? 
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Insurance? . . .Sure! 


$$$$$ 


Car Insurance 


$$$$$ 


Gerta was so excited about her decision to 




buy a used car that she almost forgot 


cp cp cp 41 


about car insurance. She had not Hgured 




the cost of insurance into the cost of the * 




car. In most states, it is against the law to 


, . „ » . 


drive without liability insurance, so she didn’t have much 


^ 


choice. She would need insurance to protect herself and others 


4^ ^ vP 41 wp 


in case of an accident She could also buy insurance to protect 




her car when she was not in it. 




There are different kinds of car insurance that Gerta had to 




consider in her decision. These kinds of insurance are generally 


4? 4^ 4^ kp 43 


referred to as coverage — protection against the costs of 




accidents, theft, or other risks. 




• Liability insurance would pay for 




bodily injury to other people and 


4 k ^ ^ 


property damage if she caused the 


fch fch i(b 


accident. 




• Collision insurance would pay for the 


, . . . , 


repair of her car if it was involved in an 




accident. 


49 45 4 ? 4 ? 43 


• Comprehensive insurance would cover 




damage to the car from such things as 


^ ^ ^ Mp 


fire, flood, vandalism, theft, etc. 


fd^ fcb 


• Uninsured motorist coverage would 




pay for some of her medical costs if an 


, , , , n , 


uninsured driver hit her car. 


«$« 
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Gerta decided to shop for the best insurance at the lowest price. 
She would compare the premium, or rate, that different 
companies charge for insurance. She called several insurance 
companies and asked each one about its rates. The insurance 
agents asked her some questions to determine what her base 
premium would be. The agents need to have information about 
the driver to find the driver-rating factor. The higher the 
driver-rating factor, the higher the cost of the insurance 
premium. 

Driver 

• Are you insured now? 

• How old are you? 

• Have you had any traffic tickets or 
accidents during the past flve years? 

• Are you single or married? 

The insurance agents explained to Gerta the many choices she 
had. GSrta understood that the more coverage she had, the 
higher her premium would be. But more coverage would give 
her more protection. The insurance agents showed Gerta the 
tables they use to determine the aimual premium. Gerta chose 
the insurance company with the lowest premiums for the 
coverage she wanted. 



The liability table on the next page 
shows the limits the company would 
pay and the cost of different amounts 
of coverage for bodily injury and 
property damage. For example, a 
bodily-injury limit of 25/100 means that 
the insurance company will pay up to 
$25,000 to any one person injured but 
no more than $100,000 regardless of 
how many persons are injured. 
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Refer to the insurance table above to follow the steps 
below. Use the Go Figure... for any calculations. 

Gerta’s driver-rating factor is 1.95. 

Her liability coverage includes 15/30 
bodHy injury, and her property 
damage coverage is $10,000. What is 
her annual liability premium for 
property damage and bodily injury? 

Annual Liability Premium = Annual Base Premium x 
Driver-Rating Factor 

Annual Liability Premium = $ 93.20 x 1.95 

Annual Liability Premium = $ 



Gerta learned that the kind of car she was insuring also 
affected the annual base premium. The car’s age, value, 
use, location, and the probability of its being stolen would 
place it in an insurance-rating group and age group. The 
agent would use these categories to hnd the rates in 
different tables. The agent asked Gdrta more questions 
about her car and showed her another table used to 
determine her annual base premium. 
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What kind of car do you drive? 

How far do you drive to work or 
school? 

Will you be the only driver? 
Where do you live? 
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Another variable that would determine the amount that Gerta 
would pay for insurance was the deductible she chose. If she 
chooses a higher deductible — ^the amount of money she must 
pay for repairs or injuries before the insurance company 
pays — then her insurance cost will be lower. 




Refer to the insurance table on the previous page to find the 
amounts. Use the Go Figure... area for any calculations. 

Gerta’s car is in age group D and 
insurance-rating group 4. If Gerta 
chooses full comprehensive coverage and 
$50-deductible collision insurance, what 
will her annual base premium be? 
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Annual Base Premium = Comprehensive Premium + 
Collision Premium 

Annual Base Premium = $12.80 + $55.20 
Annual Base Premium = $ 



With Gerta’s driver-rating factor of 
1.95, what will her annual premium 
for full comprehensive coverage and 
$50-deductible collision insurance be? 

Annual Premium = Annual Base Premium x Driver- 
Rating Factor 

Annual Premium = $68.00 x 1.95 
Annual Premium = $ 



Using the insurance tables on page 143 
and 144, and information from 
previous work, compute Gerta’s total 
annual insurance premium. 



Annual Insurance Premium = Annual Liability Premium 
FOR Bodily Injury AND Property Damage + Annual 
Premium for Comprehensive and Coluskwi 



Annual Insurance Premium = $_ 

$ 



Annual Insurance Premium = $_ 
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Cost of Car Insurance 

Usf the charts on pp. 143 and 144 to solve the problems below. Write the correct 
answer on each line. 

Annual Premium = Annual Base Premium x Driver-rating Factor 



Property 


Bodily 


Annual Base 


Rating 


Annual 


Damage 


Injury 


Premium 


Factor 


Premium 


1. $10,000 


15/30 




1.80 




2. $25,000 


50/100 




3.10 




3. $50,000 


25/100 




1.45 




4. $25,000 


25/100 




1.15 




5. Jane drives to and from work. She has 25/100 bodily injury and $50,000 



property damage insurance coverages. Her driver-rating factor is 1.95. 
What is her annual premium? 



6. Antoine is single, 24 years old, and drives a delivery van for Office 
Supplies, Inc. He has full comprehensive and $50-deductible collision 
coverages. The van is in age group B and rating group 8. Antoine’s driver- 
rating factor is 3.10. What is Antoine’s annual premium? 
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Upkeep? Keep Up What? 



Car Operation and Maintenance 

Once she included her annual insurance premium in the cost of 
owning a car, GSrta saw her decision to pay cash for a used car 
as a wise one. Now she had to keep her car running well. To 
reduce the chances of her car breaking down, she needed to 
check the fluids and change the oil in her car every 3000 miles. 
Her father suggested that when she changed the oil in her car, 
she record the mileage shown on the odometer. Keeping a 
record of her car maintenance would help her to keep down 
the cost of repairs. 



Gdrta could 
remember her 
father taking the 
family car in for 
repairs. He knew 
most of the 
mechanics in 
town and always 
took his car to 
the garage he 
thought was the 
most reliable. 

She decided to 
shop around to 
find a reliable 
mechanic close 
to the college. 
Gdrta also 
remembered that 
her father 
always asked the 
mechanic for an 
estimate — the 
cost to fix the car. 
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Her father made sure that the mechanic 
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called him to get permission to make any 
repairs costing mote than the estimate. 

The repair bill that her father received 
had seemed hard to read. She noticed 
the personal information of the car 
owner at the top of the bill. The bill also 
showed the date, the mileage, and other information about the 
car. 

The charges seemed to be divided between parts and labor. 
The left side of the bill listed the parts that were needed to 
repair the car. The labor, or the mechanic’s time, was listed on 
the right side. At the bottom of the bill wa.s a box that read 
Authorized by. This was signed by the person who gave 
permission for the repairs to be made. 




Refer to the repair bill on the previous page to answer the 
following questions. Use the Go Figure... area for any 
calculations. 

1. What model of car is being repaired? ^ 



2. How many miles did the car have on it when it was 
brought in for repair? 



3. Who authorized the work to be done? 
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4. How much of the repair bill was for the cost of car 




parts? 




How much was for labor? 




Which was higher, the cost of parts or labor? 




How much higher? 


$$$$$ 


5. How much tax was added to the total cost of the repair 


$$$$$ 


job? 




Gerta knew that some of the costs of maintaining her car would 
be variable costs. Variable costs are the costs of operating and 
maintaining a car that vary depending on the number of miles 


$$$$$ 


driven. The more miles Gerta drove Ae car, the more oil 


d? d? d? d? 


changes, gasoline, and tires would cost. 




Some of the costs for operating a car would be fixed costs. 
Fixed costs are the costs of operating and maintaining a car that 


$$$$$ 


remain the same regardless of the number of miles driven. 

Gerta knew two of those costs — her insurance premium and the 


$$$$$ 


car license tag and registration. She was very glad that she 
would not have to include loan payments in those fixed costs. 


$$$$$ 


However, there was one fixed cost that Gerta did not take into 
consideration — the depreciation of her car. Depreciation is a 


$$$$$ 


decrease in the value of an item because of its age or condition. 
The total depreciation on a car is the difference between its 
original cost and its present trade-in value. Although Gerta 
would not have to pay money for depreciation, she learned that 
if she ever sold her car, she would not get back the original 


lllll 


price of the car. 


mil 




2 2 2 2 S— 



o q 

i'r >J ^ 



149 



Purchasing a Car 









rf's it' 

V^ 4 i 



PI 



14. %L' - > 
41 q> k 



'« £■ h <h .fl'i 

fe\ 



I Cp k.p* ^ k“ 






fh£ 












k 

1^ 



»t g ii a 




The 1989 Honda Civic that Gerta 
purchased at $5278 originally sold for 
$8995. Five years later the present value 
of the car according to the Blue Book is 
$4025. How much has her car 
depreciated? 

Total Depreciation = Original Price - Trade-In Value 
Total Depreciation = $8995 - $4025 
Total Depreciation = $ 



Gerta wants to find out how much her 
car will depreciate every year, or the 
average annual depreciation. Using the 
information above, find the average 
annual depreciation for the car that 
Gerta purchased. 



Average Annual Depreciation = Total Depreciation + 
Age of Car 

Average Annual Depreciation = $4970 + 5 
Average Annual Depreciation = 



Now Gerta has all of the information that she needs to 
determine the approximate cost to operate and maintain her car. 
She needs to put some things on paper. She needs to list what 
she thinks her variable, or changing, costs will be. Then she 
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needs to list the fixed costs — those that will not change. She 
figured that, if she drove her car to school, to work, and around 
town, she would put about 7500 miles on her car per year. 














* 670.00 * S 09.74 




OU 45.00 05.00 




TlUUMtottiMe * tSS.SS tSO.OO 




fS0»0O 




W./5 








Refer to the information and lists above to follow the steps 
below. Use the Go Figure... area for any calculations. 

How much will it cost Gerta per mile to 
operate and maintain her car for one 
year? Round answer to the nearest cent. 



Cost Per Mile = (Annual Variabu: Cost + Annual Fixeb 
Cost) + Number of Miles 

Cost Per Mni = ($997.85 + $444.74) 7500 

Cost Per Mile = $ 



& 
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Cost of Operating a Car 

Solve the problems below. Write the correct answer on each line. Round the 
Answers to the nearest cent 



Cost Per Mile 


= (Variable Costs ■¥ Fixed Costs) Miles Driven 


Variable 


Fixed 


Total 


Miles 


Cost Per 


Costs 


Costs 


Costs 


Driven 


Mile 


$325.00 


$621.50 


$946.50 


9000 




$480.00 


$952.17 




11,500 




$843.50 


$695.95 




6000 





4. Sam drove his car 18,500 miles last year. Fixed costs were $327.54 and 
variable costs totaled $826.55. What was the cost per mile for Sam to 
operate his car last year? 



5. Gloria’s car gets 25 miles per gallon of gas. She drove the car 875 miles 
one month. If gas costs $1.19 a gallon, how much did she spend on gas? 



6. Shakay's tixed and variable costs for last year on her car were $1234.25. If 
she drove a total of 10,000 miles, what were her costs per mile? 



7. A car used 12 gallons of gas to travel 420 miles. How many miles did the 
car average per gallon? 
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8.02 

Fixed and Variable Costs 

y/rite F if the item is a Fixed Costand\ if the item is a Variable Cost Write the 
correct answer on each line. 

tires 

2. insurance 

3. gasoline 

4. oil change 

_5. brake shoes 

6. new radiator 

7. tag registration 

8. depreciation 
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Annual Depreciation 

Solve the problems below. Write the correct answer on each line. 

Total Depreciation = Original Price - Traiw>In Value 

Average Annual Depreciation = Total Depreciation + Number of Years 

You Ke£p Car 

Rate of Depreciation = Average Annual Depreciation + Original Cost 



Original Price 


Years 


Trade-In 


Average Annual 






Value 


Depredation 


$16,900 


5 


$4000 




$9400 


3 


$3700 




$10,700 


4 


$3780 




Connie’s car is two years old and has a book value of $5500. If she 
purchased the car for $9995, what is the amount of depreciation? 




amount of denreciation 




Billy Ray’s pickup truck cost $14,000 and is three years old. The book 



value is now $8000. What is the rate of depreciation per year? Round the 
answer to the nearest whole percent. 

rate of depreciation 

6. Jamie’s Corvette, which she paid $35,000 for, is expected to have a book 
value of $20,000 in three years. What is the total depreciation? What is the 
average annual depreciation? 

depreciation total 

average annual depreciation 
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Taxes 




Paying Your Taxes 



Vocabulary 

Study the terms and definitions below. 



Paying Your Share 



allowances . 



Form W-2 (Wage and 
Tax Statement) 



, number of persons a woiker 
claims as dependent on his or her 
wages; also called exemptions 



a form workers receive that 
reports the amount of money 
they earned, the amount of their 
earnings withheld for social 
security (FICA), and the amount 
withheld for federal income tax 
and state income tax; used by 
taxpayers to figure their income 
tax 



Form W-4 (Employee’s 
Withholding Allowance 
Certificate 



filing status 



gross pay . 



, federal form on which workers 
show the number of allowances 
(or exemptions) they claim; used 
in determining taxes withheld 
from paycheck 

. the marital state of the person 
filing an income tax return 

. total amount of money a worker 
earns before deductions 
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net pay. 



Social Security . 



. amount of money a worker 
receives after taxes are withheld 
and personal deductions are 
subtracted from gross pay; also 
called take-home pay 

a tax paid by workers to provide 
various benefits including 
hospitilization for persons over 
65 and income for those retired 






■%' 



taxable income. 



withholding tax 



money earned that can be taxed 
by federal, state, and local 
governments 

a deduction from a worker’s pay 
for income tax 



Oh, No, It’s That Time Again! 



balance due . 






Form 1040. 



Form 1040A . 



. the amount of money owed to the 
Internal Revenue Service if the 
taxpayer’s income tax is greater 
than the tax withheld from 
earnings 

. a federal income tax form used 
when a person’s income and 
taxes must be itemized or involve 
special situations; also called the 
long form 

a federal income tax form used 
when a person’s income was all 
from wages, salaries, or tips, and 
with less than $400 in interest 
and dividends; also called the 
short form 
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Form 1040EZ an income tax fonn used when a 

person is single with no 
dependents and earns less than 
$40,000 with interest income of 
$400 or less 

individual income tax a federal, state, or local tax on 

income earned by persons, rather 
than by corporations or 
businesses 

revenue money that is made by a 

government through taxes and 
other sources 

tax liability the amount of income tax the 

taxpayer must pay 

tax refund the money returned to a taxpayer 

when the tax liability is less than 
the tax withheld 

Taking Care of the Little Things 

adjusted gross income a tax term meaning gross income 

less adjustments 

deductions allowable expenses which may 

be subtracted from taxable 
income 

income tax return a form showing how much 

income tax is owed to federal, 
state, or local government 
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Paying Your Share 

Filing Income Taxes 

Stefan Standriff saw a way to turn his 
knowledge of taxes into a money 
maker. He began offering to tutor his 
fellow students on how to understand 
and fill out their tax forms. April IS"* of 
each year is the day federal income tax 
returns must be postmarked. As that day grew near, Stefan’s 
phone began to ring constantly. When he had as many students 
as his little apartment could hold, he began teaching his course 
on tiling income tax returns. 

Most of the students knew very little about the federal agency 
that collects taxes. The Internal Revenue Service (IRS) also 
checks the computation on tax returns to be sure the ampunt of 
tax paid is accurate. Stefan explained to his students that by the 
time his course was over, they should be able to fill out the 
correct tax forms and figure their correct taxes. 

Withholding Tax and W-4 Form 

Stefan, like all good tutors and teachers, started from the 
beginning. When the students began their jobs, they filled out 
the Form W-4. This federal form is also called the 
Employee’s Withholding Allowance Certificate. Form W-4 
helps employers determine how much money to withhold from 
a worker’s earnings. The money deducted from paychecks is 
called a withholding tax. This money is sent to the federal, 
state, or local government as payment on taxes. 

On Form W-4, each student claimed a number of allowances, 
or exemptions. Exemptions are people who are supported by 
the student’s earnings. A student may claim one allowance if 
she is the only person dependent on her earnings. She may 
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claim two or more if someone or some other persons are also 


mn 


dependent on her check. The government permits workers to 
claim fewer allowances than the actual number. So a student 




may claim none. Employees caiuiot, however, claim more than 
the actual number of persons dependent on her earnings. 


$$$$$ 


For each allowance claimed, the employer sets aside a certain 


$$$$$ 


amount of money from the check. This amount is not taxed. In 


$$$$$ 


a previous year, for example, the amount for each allowance 
was $20 from earnings paid weekly. Therefore, if a student 


made $100 a week and claimed one allowance, only $80 of her 
earnings would be taxed. ($100 - $20 = $80.) On the 


$$$$$ 


taxable income of $80, the federal government Mdthholds 




money as payment for different taxes. 




The federal government collects a federal income tax on all 


^$$$$ 


earned income. This tax is used by the government to pay its 
expenses. In addition, the government collects a tax for the 


$$$$$ 


Federal Insurance Contribution Act (FICA). The government 
uses this tax, known as Social Security, to pay for 


hospitalization insurance for persons over 65; retirement 




income; survivor’s beneHts; and disability benefits. 




Stefan asked the students to examine a recent paycheck stub. 
He directed them to look at the amount each student earned. 


$$$$$ 


Gross pay, he explained, is the amount each student earned 




before taxes and other costs were subtracted. Next he directed 




the students to look at the federal income tax, or the payment 




made for federal taxes. Next to the federal income tax is FICA, 
or Social Security payment In some states a state tax is 


$$$$$ 


charged and will be listed on the paycheck stub. The State of 




Florida does not charge income tax for those persons who live 
and work in Florida. Some students had local taxes, medical 




insurance, and union dues listed on their stubs. All of these 
taxes and charges are deducted from the gross pay. The 
employee receives what is left This amount is called the net 




pay. 
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The W-4 Form also asks employees for their filing status, or 
marital status. They can claim one of the following statuses: 
Single; Married; or Married but withhold at higher Single 



rate. 



Cut hw id Id yoir m iployi r .iUtplha tap portion teryoirwooid^ 

^ W-4 jEmployee's Withholding Allowance Certificate 

►FofPrhccyAdidP a perwoffcRoductionActNotico.oeetovofDo. I 



IOM8Nol154M010 



94 



1 l^poorprirtyourflralrMmomdiriddeHid 



Homo oittosi (number ml *ort or rurd route) 



Ciy or lowiv date, andZPoodt 



2 YotrtooiaiaBotfiynumbor 



2 QMarrM Q Mirri*A hit wMihgiddl^ Shots i«e. 

rraerswWtf tWlieiD«Spin«i<arwwis>asnQnniridstilwi 



4 R imrMiwwdfcn too Mori your •odd Mowlroirl dock 
hmndeall<aoo-722-1219«QrMrabd9nmbrL 



8 Total number of afloivancoo you are ditrnirtg (frem ftw Q above or from the workshaeto on page 2 If t>ey apply) 

6 AddUondanioufd,H any, you want rtitihekl fi^ 

7 idaffnexerrptionfiomwiWtolcinglor 1Q94amlloor%fiatlrnDe(B01RoftwlialouiirH)OQrKf8oMforex«Tf^ 

• l^yev Ihadari^ttoaivkmdcf AUFaderdinoGmtaxwWwIdbecauaelhadNOtaxKafaitiy; AND 

• This year ieqwd a nAmd of AUFedatalinoofm tax wHteld because I expect to have NO tax Dabi%; 

Ifunij meet both wndferts, sntef “E3(EMFT*’ hers. ^ j j j 

IMw pmrite d piiluqr. I c«% am I M «rtlM te tHdwd «Mol*« alo«anc« cU»Mloi)»mc«tlcm or «tlMte eta 




Eiwployee'eeignetuw ► 



Date ► 



• Eii|termiiMoefdad*m|^nrtDy«:ComMoBifriWoiAflMii*«to0M0&) 
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Attached to each W-4 Form is a Personal Allowances 
Worksheet to help employees figure the number of exemptions 
they should claim. See the diagram on the next page. 



O 
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POTwJAilowncMWotfcihMt ^ 

A Biter 1 toryourialfiffwoneelsecaniMnyQuasadflpe^^ A . 

• Yoiareskiiyeandhawonlyonejobia I 

B Biter 1 if. • Y<u are married, haw or4y(iiejol^ arid yurapGun L B . 

• Yoiwagesl^ornaseooridjobffyotf spQusef8wa00S(al»Udofboli)aie$1()OOalBS8. 

C Biter 1 tor ywipowe. BiA you may chooee to erder-O- 1 you are married arid haw either a wodiigapouggmw 

or»|ob(N8mayhelpyouavddhamgtooGfltoto C . 

D Biter rufflber of depeiid«iti((tfiertoan your spouse a yourseli) whom you «ic^ D . 

E Biterl IfyQUwiBeasheadofhotteehoMinyourtaxrelurniaeeoaMlIoiis^ E ■ 

F Biter 1 Hyouhawatleast$1S00ofcWd»depeiidmrtciretoyiimietarehich)toU|danbdaimaq^ F . 

Q AUInesAI)iDU|^FaiilefderMdhflre.ltole:Th8aiinitmaybedMliQmltoii^ > Q . 

• tfyouptantoftwaiaiordatoiidlueBaeetoteieecewaridwarrttoreduoByotfwiWioMtoQbaB^ 

Foraocuracy, and AdjustotentsWoduheetcnpage^ 

doal • If you are etogto and haw mart thin one |ob Old you oontined earrings honal jobs eioeedSX^^ 
worksheets you are miriM and haw a woridritipouaeff more to one |ob, and In oomtM earnings komal jobs 

liatapply. eB(ceed$50,000,9eelwTwo{arner/rwiHobW(itatoonpa9e2lyouwanttoav(idh»i^ 

• If iwto (rf teatosiluatto apples, slap hew and erder In ntirto to im 6 (nines of Form H below 



(>n hirt Md ^ Iw earHcito to yew wplqpsr. Knp tot lop pofin tar |our fMords 




Refer to the Employee’s Withholding Allowance Certificate 
and die Personal Allowances Worksheet above to answer the 
following questions. Use the Go Figure... area for any 
calculations. 

1. You are a married, working female whose husband is 
an unemployed free-lance writer. You are head of 
household and have at least $1S(X) of child-care 
expenses for your two children. No one else claims you 
as a dependent On which lines of the Personal 
Allowances Worksheet would you make entries? 



What would you enter on line D? . 
What would you enter on line G7. 




9 4 ! 
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2. You are an architect and no one else claims you as a 
dependent Your wife is a fashion designer and she 
earns $1200 a month. You have no children or other 
dependents. You file as head of household on your tax 
return. On which lines of ihe Personal Allowances 
Worksheet would you make entries? 



Explain why this is or is not the correct personal 
allowance worksheet for you? 



3. Onv/hichlineof the Employee’s Withholding 

Allowance Certificate would you put the total number 
of allowances that you are claiming? 




Paying Your Taxes 



Form W-2: Wage and Tax Statement 




Stefan had asked the students to bring their Form W-2 to class. 




This form is also called the Wage and Tax Statement 




Employers send each worker a W-2 Form shortly after January 
1st of each year in which he or she has worked. 




The W-2 Form provides employees with some of the 




information they need to fill out their income tax return. On 




this federal form is the following information: how much 
money an employee earned; how much was withheld for Social 


$$$$$ 


Security (FICA); how much federal income tax was withheld; 
and how much state and local tax was withheld. 


$$$$$ 


Some of the students had earned interest on their bank 
accounts. They received statements with the amount of interest 


$$$$$ 


earned from their bank. The federal government taxes earned 
interest, so this information also must be reported on income 




tax returns. 








Refer to the W-2 Form on the following page to answer the 




questions. Use the Go Figure... area for any calculations. 




One of Stefan’s students had a part-time 


$$$$$ 


job as a clerk at a sporting goods store. 
His W-2 form appears on the next page. 


IIS 




IIS 
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W-4 Form 



Use the information given in problem 1 on the next page to complete the W-4 
Form and the Personal Allowances Worksheet below for Michael P. Johnson. 



Cut hare aiMl give thooQrtIfteate to your ciiylc va r. Keep th9 top portion tor your Pioonl^ 

Fom W-4 lEmployee's Withholding Allowance Certificate 



Dtptflntnl o( hsTratn/y I 
IniKntt Rwwm 8trv<ei I 



► For Privacy Act and Paperwork Reduction Act Notice, see revefse. 



|0MBNa15«$OO10 

(o\ 



94 



1 Type or print your first name and rraddeingial 



2 Your aocialsecurily number 



Home address (number and street or rural route) 



2 QSkiih Q UotM. to eiSihoUillrelMr Shinto. 

NdI«: tmtirM,butlttaly»aptnt»d,tt^pO(M0k»nefr$^$nithn,(htdtf»Sfnff«boK. 



City or town, state, and ZIP code 



4 H your last none dBeis from tost on your eodalsecuiiVCBM check 
here and od 1-800-722-1213 formoie Infonnallon 



5 Total number of ailowanoes you are daimtog (from line G abova or from the worksheds on page 2 H they apply) 

6 Additional amount, if any, you want withheld from each paycheck. 

7 I claim exemption from withholding for 1994 and I certify that I meet BOTH of the following conditions for exemption: 

• Last year I had a right to a refund of ALL Federal Income tax withheld because I had NO lax liabitly; AM) 

• This year I expect a rdund of ALL Federal income tax vMield because I expect to have NO tax liabitity; 

If you meet both conditions, enter **EXEMPT” here 




Undw pcnaMw of poifuiy, i oof% Ihat I am mMto to 8 m nuntow rt witoholdrH) alowanoM dabiito on Ns oerlHtoato enfilM to daim cmmpt itokjs. 



Empk>yee*e signature ► 

0 9nployer^naflwandaddrBB8(Employ6rCofflplato8and10orlylfaendngtolMnS) 



Date ► 



0 OioeoodB 
(opHond) 
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Pereonat Allowances Worksheet 

A Enter 1 for youreetf if no one else can claim you as a dependent A . 

I * You are single and have only one job; or I 

• You are married, have only one job, and your spouse does not work; or I B 

• Your wages from a second job or your spouse’s wages (or the total of both) are $1000 or less. 

C Enter 1 for your spouse. But, you may choose to enter -0^ if you are married and have either a working spouse or more than 

one job (this may help you avoid having loo little lax wthheld) C . 

D Enter number cf dependents (other than your spouse or yoursed) whom you win claim on your tax return..... D 

E Enterl if you wii) file as heed of household on your tax return (see conditions under Heed ol Household above) E 

F Enterl if you have at least $1500 of chfld or dependent eeie expenses for which you plan to claim a credt F 

Q Add linesAthroughFanderfier total here. Note: This amount rnay be diferenl from the rurrtoer of exemptionsyou claim on your return ^ Q . 

• If you plan to Semlaa or delm etfustments to Ineoms and want to reduce your withholding, see the Deductions 
For accuracy, and Adjustments Worksheet on page 2. 

do all • If you are single and have more then one |oh and your combined earnings from al jobs exceed $30,000, OR if 

worksheets you are married and have a working spouse or more then one fob, and the combined earnings from alt jobs 

that apply. exceed $50,000, see the Two-Eamer/fwojob Worksheet on page 2 if you want to avoid having too litte tax withheld. 

• If neither of the above situations applies, stop hare and enter the number from line G on lire 5 of Form 1-4 below. 
CiA hare and gtoaflMeeitItoato to your wnptoyw.KMpths top portion for your reoofdt. 



O 
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7.02 



1. Michael P. Johnson of 105 West 10*" Street, Atlanta, Georgia 30128, is 
single and works a few hours each month at his father's store. He is a full- 
time student. Michael had no income tax liability last year. He expects to 
earn between $300 and $400 in wages this year. He has no other income, 
and his parents claim him as a dependent on their tax return. His Social 
Security number is 999-42-8030. 



2. Eric M. Black of 37 North Main, Bryan, KY 54612, is single and expects to 
earn about $10,000 this year as a teacher’s aide. He earned about $9000 
last year and did pay income tax. Eric cannot be claimed as a dependent, 
and he has no dependents. His Social Security number is 999-00-0721. 
Complete the form below for Eric. 



Cut her* and glv» ttw owtMcato to yoir OTfiployw'. Kmp th» top portion for your reoordB. 

Foni) W-4 lEmployee's Withholding Allowance Certificate 

►For Privacy Act and PaparworfcRaductton Act Notloo, see raverBOk 



OapartiMnl ol iMliMMy i 
IfviwTwl fl<¥inu» 8 <nite> ! 



|OUBNa1S454»10 
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1 Type or print your fird name and mkkfloiniliai 



Last name 



2 Your social security number 



Home address (nunter and street or rural route) 



3 QSbid* QMotM Q ltoMd,fad«IMioUUNeh«and»nlt. 



Cly or town, state, and ZIP code 



4 I you tad rwsretllMi Iran flat on your eoddseouri^ card chedt 
here ard cal 1-800722-1213 for more Momiakn. ►n 



5 Total number of albwanoes you are daimbg (from Kne G above or from the worksheets on page 2 if they apply) 

6 Addtional amount, if any, you want withheld from each paycheck. 

7 I claim exemption from withhoking for 1994 and I certify that I meet BOTH of the following oonddbns for exemption: 

• Last year I had a right to a refund of ALL Federal income tax withheld because I had NO tax labiity; AND 

• This year I expect a refund of ALL Federal income tax withheld because I expect to have NO tax liability; 

If you meet both contfitions, enter '*EXEMpr* here 




> 7 



Urniw penaHes d p«4ufyi I osf% >ret I am cnilsd to Ire numbw (4 wMnkIng slowanoM dabiicd on Ni csfMcrts or cnilidd to claim exempt dalM. 



Employee's signaiure ► 

8 Emplayer'i name and address (EmptoyafCompleto Sand 10 orty If tendng to toe IRS) 



Date ► 



9 OioeoodB 
(cpional) 



.19 

10 Employer ktontotoalonniinber 



Cal Na 102200 
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7.02 



W-2 Form 

Use the form below to answer the following questions. Write the correct answer 
on each line. 



CopyC ForarployBe’srecotds. 



a Employef'BfMmo 


4k StSeW CofVBclon Void 


Stale toim numbtf 


□ 

□ 

□ 






& Emfiloye’tMBRMcalonnumftw 


aVtoim number 


Soott'0 Department Store 
15 Somerset Lane 


10*7056422 




Waat Port, NM 88110 


a AdvsntElCpiyiMnl 


7. 





& Bnployn'andalnoullyiWL 


9. FedMSbnsnetaviSMd 


to. Wigw, Ipe, otier 


11.nCAta«4NMld 


I 2 .T 0 WFICA mgu 




COWpiWlBlOB 






000-00-4327 


425.00 


2750.00 


210.38 


2750.00 



3. EmpkyeersnoM 

Jane W. Winchester 


R PenSonphnooMnod? 
»-*“ NO 


16.* 


ia RCA Spa 


1560 Fremont Avenue 
West Port, NM 88110 

3. Employee’s addreesaiMi dp code 


ia teSlnooiiielu 
vMihild 


19. StiS«iegBe,lpa«h 


19. Name of State 

New Mexico 


21. Local boometn 

WIRlQiO 


22. Lc«l«eoet,4)s>«t. 


23. NameoHocaMy 

West Port 








Wage and Tax Statement 19-«4 



PoimW-2 



1 . How much was withheld for federal income tax? 

2. What were Jane’ s gross wages? 

3. What is her Social Security number? 

4. Where did Jane work? 

5. How much was withheld for FICA taxes ? 




> Cl 4. 
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Oh, NOj It’s That Time Again! 

Paying Your Share 

Stefan was about to show the students how to fill out their tax 
returns when some of the students began asking some 
important questions. They wanted to know why we have to pay 
taxes and to whom we pay taxes? Stefan tried to explain that 
each tax has a purpose. Our state or federal government 
collects taxes. These taxes are called revenue. Local and state 
revenue provides benefits such as fire and police protection, 
schools, roads, and street lights. 






3 kP K. 



Stefan explained that each January, the president of the United 
States submits a budget to Congress. It is called the federal 
budget. This budget explains where the money will come from 
and how the money will be spent. The pie graph shows the 
approximate percent 

from each dollar in Federal Income for Fiscal Year 1992 
a typical year. 

For example, 

430 of every mieceUaneoiM taxes 



Corporate tneome 
taxes 



Personal 
taxes 

35 % 




Social security, 
Medicare, and 
jjnemploymentand 
other retirement 
taxes 

30 % 



dollar 
received 
was from 
individual 
income 
taxes, that 

would mean that 43% 
of the total revenue or 
receipts was from individual 

income taxes — the taxable income from each person who lives 
in the U.S. 






Stefan explained that income taxes were different for each 
individual. The income tax each person pays depends upon the 
amount of income the individual earns and the number of 
exemptions claimed on the IRS Form W-4. All of Stefan’s 



S ’k § 
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students knew that, by law, individual income taxes must be 
paid to the federal government by April 15* of every year. Each 
individual must prepare and complete an income tax return, 
Eguring and reporting his or her taxes for. the previous year. 






First, Stefan explained, each student would have to choose the 
right income tax form. There are three tax returns individuals 
can choose to file: Form 1040EZ; Form 1040A; and Form 
1040. 









Urn tlita form.. 



Form 

iO^EZ 



Foim 

1040A 









Form 

IMO; 



irm^atataali... 



• S»)gte* 

• Married fingjoinr 

*must be under age 
65 andnotbKnd 



Single 

Married f9ing bint 
Married fling 
sep^ately 
Heedof ' 
household 
Qualifyina 
widow(er) with 
dependent cNld 



Single 

Married filing joint 
Married fling 
separately 
Head of 
household 
CXialifyina 
widow(er) with 
dependent chdd 



that you are 
enttMtocttn 



All Hn n nn rlmi^ 

Ai osponoBfiB 
that you are 
SnDDBaiOCtBffTi 



Only taxable 
boorre (line 6) of 
bsethanlsaOOO 



Only 
inoame(lne22)af 
bse than 160.000 



Any amount of 
taxminoome 
(Ine 37) 






• eateries, tips 

• Taxable schotei^ 
ano iBiXMfsnip 
grants 

• mterest of $400 or 



^abteschdaiship 



orants 

Irleres 



Dividends 
Persbro, annuities, 
andIRAs 
UnemployTrBnt 
oompensation 
Taxable social 
security and laioad 



Wages, sateriee, tbs 
Taxable scholar^ 
and feAowshp grants 
hriterest 
DMdends 

Pensions, annuities, 
andIRAs 
Unemployment 
compenariion 
Taxn social 
security and raBroad 
retirement benefls 
Sel<empbyment 
Rents and ray alies 
Taxable stats and 
local bcome tax 
refunds 
Capital gains 
Gar from be sale of 
your home 
ABmcny received 
Afl other sources 
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^$$$$! 






Refer to the chart entitled Which Form on the previous page to 




answer the following questions. 


5fl|s 


1. Sharon is a banking executive. She is divorced, has 3 
children, owns her home, and makes $10S,000/yr. 




What is her filing status? 


5$$$$! 


Which form should she use? 




2. Sam is 35 years old. He has a 3-yr-old daughter. He 


earns $4S,00Q/yr. His wife was a captain in the armed 




services. She was killed in Desert Storm — thel990 


Persian Gulf war. 


^ ch dh 


What is his filing status? 




Which form should he use? 




3. Kevin is a 20-yr-old in his 2“^ year of college. He has 




been working part-time while in college. Last year he 


made $5600. His parents still claim him as a dependent. 




What is his filing status? 


^$$$$! 


Which form should he use? 




Anyone can use Form 1040. However, taxpayers will save 


time if they are able to use Form 1040EZ or Form 1040A. The 




form used depends on 




• the individual’s filing status. 




• the number of dependents claimed. 




• the individual’s taxable income. 


^$$$$! 


• the source of the individual’ s income. 


• whether any adjustments were made to 


^ * n i 


income. 
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• the number of itemized deductions 
taken, 

• any other taxes that must be paid, 

• and the tax credits taken. 

Individuals who had filed an income tax return 
in previous years receive tax packages in 
the mail. These packets contain the 
forms and tax rate schedules that 
were right for them based on the tax 
form they filed the year before. Individuals who don’t receive 
forms in the mail can get the forms and schedules at their local 
IRS office, a participating bank, the post office, or a 
participating library. The library usually stocks a wide variety 
of forms and publications. 

Stefan decided to tutor the students using Form 1040 A since it 
was neither the longest, nor the shortest form. Anyone can use 
Form 1040 A if (1) all income was from wages, salaries, tips, 
with not more than $400 income from interest or dividends, 
and (2) there are no itemized deductions. Stefan came up with 
a list of steps and their corresponding line numbers. (See chart 
on page 175.) 

He started with a sample practice form that was already 
completed. Then Stefan gave them the information that they 
needed for filling out lines 17-33 of tax Form 1040A. 

• Line 17 is the adjusted gross income 
from line 16. 

• Line 19 is standard deduction for filing 
status. 

• Line 21 is total number of exemptions 
from line 6e multiplied by $2350. 

• Line 22 is the amount of taxable 
income. 






4 * 
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* Line 23 is the amount of tax on the 
taxable income from line 22. The 
amount of tax is from a tax table or from 
Form 8615. 

* Line 28a is the total amount of federal 
income tax (FIT) withheld for the year 
as shown on W-2 forms. 




* Line 28d is the total payments made. 

* Line 29 is amount overpaid to IRS if tax 
credit is greater than tax liability. 

* Line 32 is amount owed to IRS if tax 
liability is greater than tax credit 

The students discussed whether or not the hypothetical person 




even needed to file a tmc return. (They knew that persons 
eiaming less than a certain amount of money are not required 
by law to file a tax return.) But they also knew that if a worker 
is entitled to a tax refund, he or she must file a return in order 
to receive the refund. Stefan’s tutees came to concensus that 
they had better woik through the tax return form to see if they 
were going to have a balance due or a tax refund. 




Stefan explained that they would need to compare the tax 
liability to the tax credit. If the tax credit was larger, then they 
would get a tax refund. If the tax liability was larger, then they 
would have balance due. 




Use the practice Form 1040A on p. 176 and the given 
information to answer the following questions on p. 177. Use 
the Go Figure... area for any calculations. 




g a I g 
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Sief 


Qfi*c TYifvT 






•Ul 9 




Follow the line-by-line, blow-by-blow walk-through below. Should 
be fairly clear to you. If all else fails, CALL STEFAN!!! 


L 


NftBM, adifOM, Md aocM lecwlty BMribcr 


X 


n’cflidcBtial EbcUoa CBoqtaSgB Fteid 


X 


Qiecli yoor lUiBg slaivs — Uses 1-5 




(1) 


Sinsle 




(2) 


Married fUing joint return 




(3) 


Married Hling sqparate return 




(4) 


Head of household 




(5) 


(Qualifying widoui(cr) with depeodcot child 


4 


Figure jour aemplioss— lines 6&-« 




(6a) 


Yourself 




(6b) 


Spouse 




(6c) 


Dependents 




(6d) 


Dependent not at home 




(6e) 


Tbtal exanptkm claimed 


S. 


ngara jour total taeome— Unes 7-14 




(7) 


Ibtallncome 




(8a) 


Ihzable income 




(8b) 


Thx-exen^d interest . 




(9) 


Dividends 




(10a. b) 


IRA distributioos 




(11a, b) 


Penaiens and annuittoi 




(12) 


Unemployment compensation 




(13a. b) 


Social security beneflts 




(14) 


Ibtal income 


4 


Rgurc jour taUsMed gross tacoQW — Uses lSa-16 




(15a. b) 


IRA deductions 




(15c) 


Ibtal adjustments 




(16) 


A4|usted gross income 


7. 


Figure joar staudard <3educUoB» mfuiprtwi unmnl, uud tocubit taeome lines 17-22 




(17) 


Adjusted gross income 




(18a) 


65, older or blind 




(18b) 


Dependents 




(18c) 


Married flling separate rehnn 




(19-21) 


Standard deduction work area 




(22) 


Tixable income 


4 


Figure jour tax. crcdlla» •Ad pajmeuCs— lines 2S-28d (lines 1-9 EZ form) 




(24a) 


Credit for child and dependent care expenses 




(24b) 


Credit for the elderly or the dialled 




(24c) 


Ibtal credits 




(25-26) 


Workspace 




(27) 


Atamative mtahnum tax 




(28a) 


Federal income tax witMield 




(28b) 


1993 estimated tax payments 




(28c) 


Earned income credit 




(28d) 


Tbtal payments — excess social security and railroad retirement 


% 


Rgure jour rttaud or umDoet jos owe— Unes 29-33 (lines 10-11 EZ form) 




(29) 


Amount overpaid 




(30) 


Amount of rribnd desited 




(31) 


Amount of reftind qiplied to 1994 m 




(32) 


Amount you owe 




(33) 


Estimated tax penalty 


1& 


Sign jour taeome tax reiurm 



ERIC 



m 
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1993 Form 1040A 


page 2 
















Neme(s) shown on page 1 


Your social security number 

;OC>:32J2L 


Figure 

your 

standard 

deduction, 

exemption 

amount, 

and 


17 


Enter the amount from line 16. 










17 


IZOOOD 


18a 


Check f n You were 65 or older □ Blind 
if: 1 □ Spouse was 65 or older □ Blind 


1 Enter number of 
j boxes checked>’ 1 8a | 


□ 


I 






b 


If your parent (or someone else) can claim you as a dependent, 
check here ► 18b 


S(' 






c 


If you are married filing separately and your spouse files Form 
1 040 and itemizes deductions, see page 36 and check here ^ 1 8c 


c 


I 






taxable 

income 


19 


Enter the standard deduction shown below for your filing status. But 
if you checked any box on line 18a or b, go to page 36 to find your 
standard deduction. If you checked box 18c, enter -0-. 

• Single — $3,700 • Head of household — $5,450 

• Married filing jointly or Qualifying widow(er) — $6,200 

• Married filing separately — $3,100 


19 


3,xdc 


OO 




20 


Subtract line 19 from line 17. If line 19 is more than line 17 


, enter 


0-. 


20 


' -O- 






21 


Multiply $2,350 by the total number of exemptions claimed on line 6e. 


21 


-o* 






22 


Subtract line 21 from line 20. If line 21 is more than line 20, enter 
This is your taxable income. 


-0-. 

► 


22 


-o- 




Figure 


23 


Find the tax on the amount on line 22. Check if from: 

[fl^Tax Table (pages 50-55) or □ Form 861 5 (see page 38). 




23 






ywui 

credits, 

and 

payments 


24a 


Credit for child and dependent care expenses. 
Complete and attach Schedule 2. 24a 














b 


Credit for the elderly or the disabled. 
Complete and attach Schedule 3. 


24b 














If you want the 


c 


Add lines 24a and 24b. These are your total credits. 








24c 






IRS to figure 


25 


Subtract line 24c from line 23, If line 24c is more than line 23, 


enter -0 




25 


-o- 




your tax, see 
the instructions 


26 


Advance earned income credit payments from Form W-2. 






26 






for line 22 on 


27 


Add lines 25 and 26, This is your total tax. 






► 


27 


-O- 




page 37. 


28a 


Total Federal income tax withheld. If any tax 
is from Form(s) 1099, check here. ► □ 28a 




1 4*5 


oo 










b 


1993 estimated tax payments and amount 
applied from 1992 return. 28b 
















c 


Earned income credit. Complete and attach 
Schedule EIC. 28c 
















d 


Add lines 28a, 28b, and 28c. These are your total payments. 


► 28d 


/45 


oo 


Figure 

your 

refund or 
amount 


29 


If line 28d is more than line 27, subtract line 27 from line 28d. 
This is the amount you overpaid. 




29 


145 


OO 


30 


Amount of line 29 you want refunded to you. 








30 


145 


OO 


31 


Amount of line 29 you want applied to your 
1994 estimated tax. 31 














you owe 


32 


If line 27 is more than line 28d, subtract line 28d from line 27. This is 
the amount you owe. For details on how to pay, including what to 
write on your payment, see page 42. 


32 








33 


Estimated tax penalty (see page 43). 
Also, include on line 32. 


33 








Sign your 
return 


Under penalties of perjury. 1 declare that 1 have examined this return end 
and belief, they are true, correct, and accurately list ell amounts and soi 
than the taxpayer) is based on all information of which the preparer has i 
L Your signature 


I eccompanying sch( 
jrces of income I rec 
any knowledge. 

Date 


xfules and stetements, and to the best of my knowledge 
reived during the tax year. D^laratlon of preparer (other 

Your occupation 


Keep a copy of 
this return for 
your records. 




















^ Spouse’s signature. If joint return. BOTH must sign. 


Date 


Spouse’s occupation 


Paid 

preparer’s 


Preparer's 

sigrkature 


► 


Date 


Check if 

self-employed l_| 


Preparer's social security no. 


use only 


Firm's name (or yours L 






E.l. No. ! 




if self 'employed) and g 

address r 






ZIP code 
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One of Stefan’s students is working 


$$$$$ 


through her income tax return. She has 




reached the final step of comparing the 




tax liability, or the taxes owed, to the tax 




credit, or the amount she has paid. Will 




she receive a refund or will she have to 




pay a balance due? What is the amount 




of the balance due or the refund? 




1. Does she have a balance due or a refund due? 






kP 




ih\ rfh 


2. What is the amount of balance due or refund due? 


mm 


404 HC finactiee! 


ll$ll 




$$||s 




II 

$$$$$ 








177 



Of^ O 

V>, '0 



Paying Your Taxes 



7.01 



Income Tax Form 1040A 

Follow the directions in each problem below. Your teacher will provide the forms 
required. 

1. Complete Form 1040A for Susan M. Thomas. She is 17 years old, single, 
and has good eyesight. She is claimed as a dependent on her mother’s 
return. She wants to contribute $3 to the Presidential Election Campaign 
Fund. She earned $2900 as reported on her Form W-2. She also received 
$475 of interest income from National Bank. She had $137 of federal 
income tax and $221.85 of Social Security tax withheld from her wages. 
She lives at 903 West Lane, Jackson, VA 22102. Her Social Security 
number is 912-00-0001. 



2. Complete Form 1040A for James C. Door. He is 18 years old, single, and 
claimed as a dependent on his father’s tax return. He wants to contribute $3 
to the Presidential Election Campaign Fund. James earned $2800 in wages. 
He had $220 of federal income tax and $214.20 of Social Security tax 
withheld from his wages. He received $442 of interest income from First 
Commercial Bank. He lives at 120 East Lane, Jefferson, OH 45207. His 
Social Security number is 987-00-0012. 
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Income Tax Form 1040EZ 

Follow the directions in each problem below. Your teacher will provide the forms 
required. 

1. Complete Form 1040EZ for Jerry M. Michaels. He is 17 years old, single, 
and claimed as a dependent on his father’s return. He wants to contribute 
$3 to the Presidential Election Campaign Fund. He received a Form W-2 
showing $1800 in wages for the year and $137.70 in Social Security tax 
and Medicare withheld; his federal income withholding was $0, because 
he had signed exempt on his Form W-4. He also received $40 of interest 
income. His address is 1701 Adams Street, Chicago, IL 60602. His Social 
Security number is 981-00-0023. 



2. Complete Form 1040EZ for Jane Winchester using the information from 
page 169. She is 20 years old, single, and cannot be claimed as a 
dependent on anyone else’s return. She does not want to contribute to the 
Presidential Election Campaign Fund. 
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Taking Care of the Little Things 

Child-Care Credit 



Chris, one of the students that Stefan was 
tutoring, was married and had two children — a 
four-year-old and a two-year-old. Because his wife 
worked, they had to take both children to a preschool. 
While the cost of childcare seemed expensive, they 
could not afford for his wife not to work. Chris asked 
Stefan to explain the deductions that they could claim 
for childcare. 

Stefan explained to Chris that while it was not exactly a 
deduction, there was the Child and Dependent Care Credit. 
Stefan told Chris that this credit is available to those parents 
who pay someone to care for their children who are under the 
age of 13, or a spouse or dependent who could not care for 
himself or herself. For Chris and his wife to take the credit, 
they had use the childcare so they could look for a job, or work 
and get income from a job. 

In order to figure his credit amount, Chris would have to use 
Schedule 2 — Child and Dependent Care Expenses for Form 
1040A Filers. Stefan told him that he would need to fill in 
Parts I and II of Schedule 2 and attach it to his income tax 
return. Chris would use Part II to figure the amount of credit 
that he could take. 

Stefan continued to explain that Chris could include the cost of 
the care provided outside his home for his children. Chris’s 
children were both enrolled in a preschool, so Stefan asked if 
that care center met all of the applicable state and local 
regulations. A care center is defined as a place that provides 
care for more than six persons (other than persons who live 
there) and receives a fee, payment, or grant for providing 
services, even if the center is not run for profit. 



< 8 g 
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There were a few things that Chris needed to know not to do. 

• Do not include the amounts paid for 
food and schooling. If they are part 
of the total care and cannot be 
separated from the total cost, then 
include the total cost. 

• Do not include child support 
payments. 

• Do not include the cost of schooling for 
a child in the first grade or above. 

• Do not include the expenses for sending 
your child to an overnight camp. 





Refer to the Schedule 2 form on p. 183 to answer the following 
questions. Use the Go Figure... area for any calculations. 
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Chris has two small daughters — ^Lauren 
who is two and Leiza who is four. They 
both attend Little Folks Preschocd. It 
costs Chris and his wife $425.00 per 
month for the girls to attend. The 
$425.00 includes registration, materials, 
meals, and care for both girls. 



1. On which line would Chris write the name of his 
children’s preschool? 



2. What is the number of qualifying persons that he would 
enter on line 3? 



3. What is the maximum amount of qualified expenses 
that Chris can enter on line 4? 




4. If Chris enters $22,150.19 on line 8 of the Schedule 2 
form, what would be the decimal amount that he would 
enter on line 9 on the form? 




5. If Chris enters the maximum allowed on line 4, $7000 
on line 5, and $15,150.19 on line 6, what would be his 
entry for line 10? 
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Schedule 2 

(Form 1040A) 



Department of the Treasury— Internal Revenue Service 

Child and Dependent Care 
Expenses for Form 1040A Filers 



Name(s) shown on Form 1040A 



(H) 



1993 



0MB No. 1545-0085 



Your eodal security number 



You need to understand the following terms to complete this 
schedule: Dependent care benefits, tamed Income, Qualified 
expenses, and Qualifying person(s). See Important terms on page 
58. Also, if you had a child born in 1993 and line 17 of Form 1040A 
is less than $23,050, see A change to note on page 59. 



Part I 

Persons or 
organizations 
who provided 
the care 

You MUST 
complete this 
part. 



(a) Care provider's 
^ name 


(b) Address (number, street, apt no., 
city, state, and ZIP code) 


(c) Identifying 
number (SSN or EIN) 


(d) Amount paid 
(see page 61) 


1 irt'lelrblksV?e^Vu)ol 




















(If you need more space, use the bottom of page 2.) 

2 Add the amounts in column (d) of line 1 . 2 




3 Enter the number of qualifying persons cared for in 1993 . . . > ^ 


I 



Did you receive 

dependent care benefits? 



NO 

YES 



Complete only Part II below. 
Complete Part III on the back now. 



Part II 

Credit for child 
and dependent 
care expenses 



4 Enter the amount of qualified expenses you 
incurred and paid in 1993. DO NOT enter 
more than $2,400 for one qualifying person or 
^,800 for two or more persons. If you 
completed Part III, enter the amount from 
line 25. 4 



4;gOO 






5 


Enter YOUR earned Income. 


5 7,000 


DO 






6 


If married filing a joint return, enter YOUR 
SPOUSE'S earned income (if student or 
disabled, see page 61); all others, enter the 
amount from line 5. 


6 1 5,150 


19 






7 


Enter the smallest of line 4, 5, or 6. 




7 


4.?oo 


oo 


8 


Enter the amount from Form 1040A, line 17. 


8Z2-,I50 


\9 



9 Enter on line 9 the decimal amount shown below that applies to the 



amount on line 8. 

If tine 8 Is— Decimei 

But not amount 

Over over Is 



If line 8 Is— Decimal 

But not amount 

Over over is 



$0—10,000 


.30 


$20,000—22,000 


.24 


10,000—12,000 


.29 


22,000—24,000 


.23 


12,000—14,000 


.28 


24,000—26,000 


.22 


14,000—16,000 


.27 


26,000—28,000 


.21 


16,000—18,000 


.26 


28,000— No limit 


.20 


18,000—20,000 


.25 







10 Multiply line 7 by the decimal amount on line 9. Enter the result. 
Then, see page 61 for the amount of credit to enter on Form 1040A, 
line 24a. 



9 4,gOOx Z3 



10 






oo 



Caution: If you paid $50 or more in a calendar quarter to a person who worked in your 
home, you must file an employment tax return. Get Form 942 for details. 



Ftor Paporwork Reduction Act Notice, see Fonn 1040A Instnictiona. Cat. No. 107491 1M3 Schedule 2 (Form 1040A) page 1 
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Itemized Deductions 

Chris was very happy to know that he qualified for the child- 
care credit, but he was sure that he would have to use a 
different income tax return for the next year. A lot had 
happened in his small family this year. Aside from having to 
pay for a big move in order to go to school, his youngest child 
had been very ill at the begitming of last year. She had severe 
asthmatic bronchitis attacks, and had to be 
hospitalized several times — once in intensive 
care. Because Chris and his wife had taken a 
minimal health plan to save money on their 
health insurance, they had to pay for quite a 
bit of the hospitalization fees. He felt sure 
that he would be able to deduct some of these 
things from his income tax. 

Stefan explained that Chris was 
absolutely right. He would have to use an 
income tax form other than than the Form 
1040A. If Chris was only going to take the 
Earned Income Credit — credit for those with an adjusted gross 
income of less than $23,050 and who had a child living with 
them — and the Child-Care Credit, then he could continue 
using the same form. But since Chris and his wife would be 
itemizing deductions, then they would need to use Form 1040. 
Itemized deductions can include the amounts paid for state and 
local income taxes, real estate taxes, mortgage interest, medical 
expenses,and gifts to non-profit organizations. These costs can 
be deducted from a taxpayer’s taxable income. Taxable income 
is any income on which the earner must pay taxes. 

Stefan showed Chris the section in the Instruction Booklet for 
1040A which said, if married and filing jointly, and both 
spouses are under age 65 having deductions greater than 
$6200, then you might benefit from itemizing. Chris knew right 
away that their hospitalization costs and the cost of their move 
had exceeded $6200, and that itemizing their deductions would 
be the best thing to do. Stefan told Chris that along with the 
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1040 Form, he would have to use Schedules A &. B — A for 




itemized deductions on one side, and B for interest and 




dividend income on the other side. 


$$$$$ 




$$$$$ 


Refer to the Schedule A on p. 187 and previous information to 


$$$$$ 


answer the questions below. Use the Go Figure... area for any 


. . . . , 


calculations. 




Chris decided that he would tackle the 




itemized deductions on Schedule A by 




himself. It took him a while to read over 




the form and Hgure out where 




everything was to go. After he finished 




he realized that Schedule A was clearly 




marked and fairly easy to use with Form 


, . . , , 


1040. 


$$$$$ 


1 . What was the total of Chris’s medical and dental 




expenses? 






$$$$$ 


On which line of the Schedule A form should he enter 




tho.se expenses? 


if 


2. What i.s the amount to be entered on line 2? 


$$$« 


r What is 7.5% of line 2? 


$$$$$ 


On which line should it be entered? 


$$$« 



o 
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SCHEDULES A&B 

(Form 1040) 

Depaitmant of ttw Trsasury 
IrrtamaJ Rsvsnuo Sarvlc* (O) 



Schedule A — itemized Deductions 

(Schedule B Is on back) 

► Attach to Form 1040. > Soe Instnictiono for Schedules A and B (Form 10W). 



0MB No. 1545-0074 

1193 

Attachment _ 
Sequence No. 07 



Name(s) shown on Form 1040 



Your social securtty number 



Medical 

and 

Dental 

Expenses 



Caution: Do not include expenses reimbursed or paid by others. 

1 Medical and dental expenses (see page ^1) .... 

2 Enter amount from Form 1040, line 32. I ^ l32r|POOI^^ 

3 Multiply line 2 above by 7.5% (.075) ...... 

4 Subtract line 3 from line 1 . If zero or less, enter -0- 



55SSRW 

1 






3 


Z/ttoo 


oo| 



5 






6 






7 




• 1 



Z,loo 



oo 



Taxes You 
Paid 

(See 

page A-1.) 



State and local income taxes 

Real estate taxes (see page A-2) 

Other taxes. List— include personal property taxes 



8 Add lines 5 through 7 . 



9a 






9b 






10 






11 




1 



Interest 
You Paid 

(See 

page A-2.) 



Note: 
Personal 
interest is 
not 

deductible. 



9a 

b 



10 

11 

12 



Home mortgage interest and points reported to you on Form 1098 
Home mortgage interest not reported to you on Form 1098. If paid 
to the person from whom you bought the home, see page A-3 
and show that person’s name, identifying no., and address ► 



Points not reported to you on Form 1098. See page A-3 

for special rules 

Investment Interest. If required, attach Form 4952. (See 

page A-3.) 

Add lines 9a through 11 



► 12 



B 

13 






14 






IS 







Gifts to 
Charity 

(See 

page A-3.) 



13 

14 

15 

16 



Caution: If you made a charitable contribution and 
received a benefit in return, see page A-3. 

Contributions by cash or check . 

Other than by cash or check. If over $500, you MUST 

attach Form 8283 

Carryover from prior year 

Add lines 13 through 15 



► 16 



Casualty and 

Theft Losses 17 Casualty or theft loss(es). Attach Form 4684. (See page A-4.) 



► 17 



Moving 









20 






21 






23 







18 3.000 



oa 



Job Expenses 
and Most 
Other 

Miscellaneous 

Deductions 

(See 

page A-5 for 
expenses to 
deduct here.) 



19 



20 



Unreimbursed employee expenses— job travel, union 
dues, job education, etc. If required, you MUST attach 
Form 2106. (See page A-4.) ► 



Other expenses — Investment, tax preparation, 
deposit box, etc. List type and amount ► 



safe 



21 

22 

23 

24 



22 



Add lines 19 and 20 ... . 

Enter amount from Form 1040, line 32 . I 

Multiply line 22 above by 2% (.02) 

Subtract line 23 from line 21. If zero or less, enter -0- 



► 24 



Other 

Miscellaneous 

Deductions 



25 Other— from list on page A-5. List type and amount ► 



Total 26 Is the amount on Form 1040, line 32, more than $108,450 (more than $54,225 if 

ftemlzed married filing separately)? 

Deductions • NO. Your deduction is not limited. Add lines 4, 8, 12, 16, 17, 18, 24, and 25 
and enter the total here. Also enter on Form 1040, line 34, the larger of this 
amount or your standard deduction. 

e YES. Your deduction may be limited. See page A-5 for the amount to enter. 



26 



For Paperwork Reduction Act Notice, see Form 1040 Instructions. 



Cat. No. 11330X 



Schedule A (Form 1040) 1883 
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7.03 

Schedule A 

Use a Schedule A form (p. 187) and the situations described below to answer the 
questions that follow. 

Shawn and Jennifer Jones had medical and dental expenses of $2865. Their 
adjusted gross income (line 32 Form 1040) is $33,550. They had moving 
expenses of $2540. 

1. What was the total of the Jones’ medical and dental expenses? 

On which line of the Schedule A form should they enter those expenses? 



2. What is the amount to be entered on line 2? 

3. What is 7.5% of line 2? ■ 

On which line should it be entered? 

Is the amount on that line greater than or less than line 1? 
What does that result mean for Shawn and Jennifer? 



4. What was the total of the Jones’ moving expenses? 
On which line should they enter that am ount? 
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Dennis and Michelle Allen had medical expenses of $2395 and dental 
expenses of $950. Their adjusted gross income (line 32 Form 1040) is 
$34,200. Their moving expenses were $2835. 



5. What was the total of the Allen’s medical and dental expenses? 

On which line of the Schedule A form should they enter those expenses? 



6. What is the amount to be entered on line 2? 

7. What is 7.5% of line 2? 

On which line should it be entered? 

Is the amount on that line greater than or less than line 1? 
What does that result mean for Dennis and Michelle? 



8. What was the total of the Allen’s moving expenses? 
On which line should they enter that amount? 



7 
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Choosing a Place to Live 



Vocabulary 

Study the terms and definitions below. 

Finding and Renting an Apartment 

abbreviation a letter or group of letters that 

stands for a longer word or 
phrase 

deposit money a renter prepays for any 

damages to property; money is 
refunded when the renter moves 
out if property has not been 
damaged 

lease a written agreement between a 

renter and the owner of the place 
being rented 

refund money returned to payee from a 

payment such as a deposit 

rent payment for the use of something 

owned by someone else 

rental application an information form tilled out by 

someone who wants to rent 
property 

Buying a Home 

closing costs fees paid at the time that 

documents are signed when 
purchasing a house 






o Q 
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down payment ..a portion of the purchase price of 

a house that is paid when the 
mortgage loan is signed 

interest the amount a lender charges a 

borrower on borrowed money 

mortgage loan a loan to finance the purchase of 

a house which also permits the 
lender to claim the property if the 
loan payments are not made 

Tax-Advantage of Owning a House 

assessed value the value of property for tax 

purposes; found by multiplying 
the property value by the rate of 
assessment 

mill a unit often used to express real 

estate tax rates; $1.00 is the 
equivalent of 1000 mills 

rate of assessment the percent used to calculate the 

assessed value of a house 

real estate taxes fees collected from the owners of 

property by the local 
government; used to operate and 
maintain roads, parks, schools, 
government offices, and other 
public property and services 

tax rate the mill charge for property, used 

to determine real estate taxes 
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Homeowner’s Insurance 






escrow account . 



fire protection class . 



an account often required by the 
lender of a mortgage loan to 
guarantee payment of the 
homeowner’s real estate taxes 
and fire insurance premium 

a number assigned to a house by 
an insurance company according 
to the quality of fire protection 
available in the area 



homeowner’s insurance. 



loss-of-use coverage 



preimum 



replacement value . 



. insurance to protect the 
homeowner and his home from 
losses due to fire, theft, and 
personal liability 

, insurance coverage to pay for 
some of the expenses of living 
away from home while damage 
to the owner’s home is being 
repaired 

. the amount paid for insurance 
coverage 

. the amount of money required to 
reconsthict a house if destroyed; 
amount depends on type of 
insurance policy issued 



Utilities 



utilities cost . 



, charges for public services, such 
as electricity, natural gas, 
telephone, and water 





195 






Choosing a Place to Live 




Choosing a Place to Live 




Renting a Place to Live 



Finding and Renting an Apartment 

Since Gerta already had expenence 
when it came to apartment 
hunting, she told her friend 
Sheila that she would help 
her And an apartment to rent. 

Gerta knew that the best ways 

to start looking for an apartment were to 

• tell friends and acquaintances about the 
kind of place you’re looking for, 

• drive around the neighborhood where 
you plan to live, and call to And out 
about any place that has a For Rent sign 
on it, and 

• look in the local newspaper’s classified 
ads for rooms or apartments for rent. 



Gerta and 
Sheila looked 
through the 
newspaper 
for 

apartments to 
tent. Sheila 
did not 
understand 
the language 
in the ads. 

For example, she did not know that the word ads is an 
abbreviation, or a short form, of the word advertisement. 
There were so many abbreviations in the advertisements that 
Sheila felt that she needed a dictionary of abbreviations to 
interpret the ads. Gerta developed a chart to help Sheila. 





AblurcTiftiioa McanliiR 


AbbrevlatioD Mcantns 


1«*; 

AEK; 

apt 

avail. 

BA 

BR 

FP 

Ind. 

ig- 


first month's rent 

aUeiec^ 

kilchen 

apartment 

available 

bathrcxm 

be<froom 

deposit 

excellent 

fireplace 

m^ides 

large 


msg.: message (cafl 

and leave a 

1 message) 

mo.: month 

nr.: near 

op.: operated 

pvt: prwate 

req’d.; required 

86C.: secidty 

em.: smai 

w/: with 









s g a 2 L. 
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Sm. apt., 2 BR, 1 BA, FP. No pets or 
smoking. $450 mo. 555-5346, 555- 
4366 msg. 



4 . 



While looking through the ads, G3ita and Sheila noticed that 
some apartments were furnished and others had only a stove and 
a refrigerator. Because ads may not tell about stoves and 
refrigerators, they would ask about these things when they 
called in response to the ads. 

Once GSrta and Sheila found an apartment for a price that 
Sheila could afford, they went to talk to the owner. The owner 
gave Sheila a rental application. A rental application is an 
information form that is filled out by someone who wants to 
rent property. The information that the owner needed to have on 
the application included 

• Sheila’s name, 

• where Sheila presently lives, 

• the address and phone number of the 
place where Sheila works; how long 
she’s worked there; and Slreila’s salary, 

• the name of anyone else who will be 
living in the apartment, 

• her roommate’s iiKome and place of 
employment, if any, and 

• the name, address, and phone number of 
someone who knows her and can verify 
that she is reliable. Sheila ^ould select 
someone to whom she has made 



279 
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payments on a tegular basis. (If Sheila 
was presently tenting an apartment, she 
could use her landlord, or owner of that 
place.) 

After her rental application was approved, Gerta helped Sheila 
to move into her new apartment Sheila gave the owner 
a money order for the &st month’s rent security and 
cleaning deposit and key deposit A deposit is the 
money that a renter has to pay before moving in. 

The money will be returned to the renter when the 
renter has moved out if the place is clean and has 
not been damaged, and the key has beien 
returned. This return of money is called a 
refund. If, however, the apartment is damaged, 
ditty, or a key is lost part or all of the deposit will not be 
refunded. 





Use the previous information to answer the questions below. 
Use the Go Figure. . . area for any calculations. 

Sheila’s rental application was approved 
and she moved in. She gave the 
apartment owner a money order for 
$875. Of that, $475 was for her flrst 
month’s rent, and the balance of $400 
was for her deposits. 



1 . How much would Sheila save each month if she had 
a roommate with whom she could split the rent? 
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2. If Sheila’s rent is increased by $40 per month, what 
would her rent be? 



3. After living in the apartment for one year, Shelia is 
moving. Everything is clean, but the wall needs 
repair because she hung something heavy on it The 
owner says it will cost $65 to have the wall patched 
and painted. The owner subtracted that cost from 
Sheila’s deposit. How much money was refunded? 



4. When Shelia went to collect her refund and turn in 
her keys, she discovered that she’d lost the second 
key to the storage room. The owner subtracted an 
additional $3 from Sheila’s deposit. How much of 
Sheila’s security deposit was returned? 



5. Sheila paid her rent of $475 by the P‘ of every 
month. She lived in the apartment from January P‘ 
to June P‘. How much total rent did she pay? 
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At the time that Sheila paid her flrst month’s rent and security 




deposit, she had to sign a lease. A lease is a legal contract that 




covers all of the conditions of agreement between the renter 




and management, such as 




• how much rent is paid. 




• when the rent payment is due. 


c 


• what is included in the rent. 




• other charges and deposits. 


ijh c|^ |J^ 1' 


• the minimum length of time renter and 


1 Cp ^ ^ k 


owner agree to rent q)artment (length of 




lease). 


1 ^ ^ 3% 


• penalty renter will pay if renter moves 


^ ^ ■ 


out before the lease ends (breaks lease). 




and 


• how long in advance the renter must 


S$$$^ 


notify owner before moving. 


Gerta had told Sheila to read every part of the lease before 


d? d? d^ ^ 


signing it — to make sure that she agreed with everything in the 


1 ^ ^ ^ ^ ^ 


lease. GSrta explained to her that not all leases were the same. 


d*^ d*'^ ^ 


With some leases, the renter would lose just the last month’s 


1 ^ ^ ^ i. 


rent and security deposit if they moved out before the lease 




ended. With others, the renter may have to pay rent for as long 




as the contract states. 




Sheila’s first experience in renting an apartment went well. She 




had learned to read advertisements, make deposits, fill out 


applications, and read and imderstand lease agreements. 


J|||c 


foft 4i9mc frutcUce! 
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Buy or Rent? 

Solve the problems below.-Use a separate-sheetof paper for computation and 
write the correct answer on the line provided. Remember: You should spend no 
more than 25% of your monthly salary for rent. 

1 . As an LPN, Lucy earns $2240 per month. What is the most she should pay 
for one month’s rent? 



2. Paulo works 40 hours per week and earns $6.85 per hour. He earns $1096 
per month. What is the most he can spend for rent? 



3. Gabriel and Jovan are going to rent an apartment together. Jovan’s nionthly 
income is $625. Gabriel’s is $710. How much can they afford together? 



4. Cindy wants to rent a house with two other people. The house rents for 
$960 a month. How much will each person have to pay for rent? 



5. The rent on an apartment is $650. At the end of the year, the rent will be 
increased by 15%. How much will the rent be in January? 
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To Buy or to Rent? 

Buying a Home 

Angela had saved money 
for many years so she 
could buy a home. She 
knew that the rent she 
was paying was not 
really an investment for her. Except for having had a place to 
live, she would have nothing to show for the years of rent she 
had paid. She would also feel better operating under her own 
rules rather than those in an apartment lease. 





Before she decided to buy a house, she weighed the “pros” and 
the “con” of owning a home. 





Owning • Home 


Renting a Place 


Pros 


Cons 


Pros 


Cons 


• Can use a part of 
sm home expenses 
to reduce income 
taxes paid 

• Can deduct the 
amount of inleiest paid 
on home mortgage 
and property taxes 
from income 

• Deductions may make 
homeoaming 
expensM than renting 

• No lease agreements 

• Personai satisfaction 
of ownership 


• Homeownhg has many 
eiqwnses 

• Cost of property taxes 

• Cost of repairs artd 
makitenartce 

• Must pay for home 
owner's insurance 

• Must pay interest on 
mort^ 

• Loss of the use of the 
money Irwested on the 
home 


• No homeowning 
ejqwnses 

• No property taxes 

• Owners responsi)le for 
repaks and 
maintenance 

• Can use money that 
would be used for dewn 
payment ki buying a 
house 


• Not an hwestment 

• Must foOow lease 
agreement or pay 
penalty 

• Limited in design 
changes that can be 
made to rerSal property 



Angela’s research told her that between 20% and 25% of 
families in our country own their own homes — single-family 
houses, mobile homes, or condominiums. 
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Angela was aware that the cost of houses was so great that 
most people could not afford to pay the full price at the time of 
purchase. Similarly, she would have to borrow 
money from a bank, credit union, or savings and 
loan association. This borrowed money is called a 
mortgage loan, and is paid back in equal monthly 
payments. Lenders require a certain percent of the 
price of the house to be paid in cash. That 
amount is called a down payment, and the 
remainder of the cost is borrowed or financed. 




/^gela made an appointment to see one of the bank officers at 
her bank. She felt comfortable asking the officer’s advice. 
Angela had quite a few questions. 

• How much money is needed to make a 
down payment on a house? 

• Are there fees or costs to pay besides the 
down payment? If so, what are those 
costs? 

• Are there any hidden costs in borrowing 
money? 

• Are all mortgage terms the same? If not, 
how do they differ? 

The bank officer was willing to answer Angela’s questions. He 
first explained to her that she would need a certain amount of 
cash available to make a down payment. He told her that the 
dpwn payment on the purchase of a house was generally 10%- 
30% of the sale price of the house. 

The loan officer told her that there were no hidden costs, but 
that she did need to be prepared for quite a few added expenses 
and fees. These expenses would include legal fees, insurance, 
credit checks, title searches, prepaid interest, property taxes, 
tprmite inspections, land surveys, and preparation of 
cjocuments. These expenses are called closing costs — fees 
which must be paid at the time of purchase. Closing costs often 
make up l%-3% of the purchase price of the home. Some 
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banks charge a flat fee regardless of the amount of the loan. 
Some charge a percentage of the amount of the loan, and others 
charge itemized fees. 



Another cost that Angela would have to pay, the 
officer told her, is the interest, or the amount of 
money charged for borrowing money. The 
mortgage loan is repaid along with the interest 
in monthly payments. 





Refer to the information above to answer the questions below. 
Use the Go Figure... area for any calculations. 

Angela had been looking at different 
homes. She was considering purchasing 
one selling for $62^00. The bank 
required 15% down payment. What 
amount would she finance? 

Mortgage Loan Amount = Selling Price - Down 

PAYME2VT 

Mortgage Loan Amount = $ 62,500 - (.15 x $ 62 , 500 ) 

Mortgage Loan Amount = $ 62,500 - 

Mortgage Loan Amcxjnt = $ 

Angela got a mortgage loan at an annual 
interest rate of 9% from Citizens State 
Bank. The loan is for a period of 30 
years with monthly payments of $427.66. 
What will be the total amount of interest 
charged? 
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Total Interest Charge» = Total Amount Paid - 
Mortgage Amount 

Total Interest Charged = (Monthly Payment x No. op 
Months) - Mortgage Amount 

Total Interest Charged = (Mo. Payment x [30 x 12]) - 
$53,125 

Total Interest Charged = ($427.66 x 360) - $53,125 
Total Interest Charged = $153,957.60 - $53,125 
Total Interest Charged = 



Citizens State Bank charges the fees 
listed below for a mortgage loan. How 
much will Angela have to pay in closing 
costs? 




C(p[o|Fi^rp.C 
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Cost of Buying a Home 



9M 




Use the chart below to solve the following problems. Use a separate sheet of 
paper for computation, and write the correct answer on each line. 



Mortgage Table — Principal Sum $1000 , 

Yean 


% 


r .5 


20 


25 . 


■3.r .| 


/V 

8.5 


9.85 


8.68 


8.06 


7.69 


9.0 


10.15 


9,00 


8.40 


8.05 


9.5 


10.45 


9.33 


8.74 


8.41 


10.0 


10.75 


9.66 


9.09 


8.78 


10.5 


11.06 


9.99 


9.45 


9.15 



1. Edward and Marta Rivera want to buy a house. Edward earns $6.50 

working 40 hours a week. Marta earns $1 150 per month. How much should 
they consider borrowing to pay for the house? {Remember: You should 
borrow no more than two times your annual gross income.) 



2. What is the total amount of interest that will be paid on a home loan of 
$45,000 for 30 years if the monthly payment is $463.05? 



3. Robert and Kim borrowed $66,500 to buy a home. If their bank offered a 
10.5% inteiest rate on a 30-year mortgage, how much would their monthly 
payments be? 
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Paying Real Estate Taxes 



The Tax-Cost of Owning a Home 

Just when Angela was ready to be a 
happy homeowner, she learned 
that paying real estate taises or 
property taxes, was a major 
expense that accompanied 
homeownership. Real estate 
taxes are fees collected from 
property owners by the local 
govemmen. These taxes are used to pay 
for roads, parks, schools, government offices, and other public 
property and services. To understand these taxes, Angela made 
a trip to her local tax office. 

At the tax office, Angela learned that the real estate tax is an 
annual tax based on the value of the property. The tax officer 
explained to Angela that the property value of her house 
($65,000) was determined by an assessor hired by her local 
government. 

The local government taxes the property at a certain percentage 
of its assessed value. This percentage is called the rate of 
assessment. The assessed value is figured by multiplying the 
property value by the rate of assessment. Cook County, where 
Angela lives, uses 85% as the rate of assessment. 

Assessed Value = Property Value x Rate of Assessment 

Assessed Value = $65,000 x .85 

Assessed Value = 

Angela figured the assessed value of her property to be 
$55,250. But how much would her property taxes be? The 
amount of property tax that Angela will have to pay will be 
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based on the tax rate, or percentage charged by the local 
government. The tax rate is often expressed in terms of mills. 
A mill is $.001 or 1000 mills equal to $1. The tax officer told 
Angela that the local tax rate was 22 mills, or $0,022, per 
$1000 of assessed value. 



1 Mill = One>Thousandth of a Dollar = $.001 



Tax Rate = Number otMiu.s + 1000 

Tax Rate = 22 + 1000 

Tax Rate = .022 Mt 2.2% ot Assessed Value 



Refer to the information above to answer the question below. 
Use the Go Figure... area for any calculations. 

The Cook County tax assessor placed 
the value of Angela’s property at 
$65,000. The rate of assessment in Cook 
County is 85% of property value. The 
tax rate is 22 mills. What is the tax on 
Angela’s property? 

Real E^ate Tax = Assessed Value x Tax Rate 
Real Estate Tax = $55,250 x .022 
Real Estate Tax = 
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Taxes on a Home 



Solve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 

Real Estate Tax = Assessed Value x Tax Rate 

1. The Lees’ property has an assessment value of $78,500. The tax rate is 
2.5% of assessed value. What is the Lees’ annual property, tax? 



2. Jeffs house is assessed for tax purposes at $60,000. The tax rate is 3%. 
What is Jeffs annual property tax? 



3. The market value of Jan’s house is $85,000. For tax assessment value is 
60% of the market value. The tax rate is 2.2% of the assessment. How 
much property tax will Jan have to pay this year? 



4. The value of the Goldberg’s home is $100,000. The rate of assessment is 
80% of property value. The tax rate is 22 mills. What is the tax on their 
property? 
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Insured and Assured 



Homeowner’s Insurance 



Angela was anxious to protect her new home. She knew that 
one of the ways to protect her home, property, and valuables 
was to purchase homeowner’s insurance. Homeowner’s 
insurance is insurance to protect the homeowner and the home 
from losses due to fire, theft, or personal liability. It is often 
required by the mortgage lender. 

Homeowner’s insurance includes other coverage such as 

• ioss-of-use coverage— coverage that 
pays for some of the expenses of living 
away from home while damage to the 
home is being repaired, and 

* personal liability and medical 
coverage — coverage that protects 
homeowner from Hnancial losses if 
someone is injured on the homeowner’s 
property. 

The insurance company charges an 
annual premium to insure the house 
and its contents. The amount is based 
on several things including the type of 
' materials used to build the house, its 
location, and the amount of insurance. 

Much of the cost for homeowner’s 
insurance is for losses caused by fire 
The determine the premium for each 
house, insurance companies assign 
a number according to the quality 
' of Hre protection that is available 
in the area. This number is called 
the fire protection class. 





Wm. 1 ^ 









O 

ERIC 



214 



0 0 



34 



Choosing a Place to Live 



o 

ERIC 



^^Annual Preniliu^’fprla-'Ty'p^^^ 



vV^ount dir> 




;v; 








:^FInFralM 












r 




A -ir 












v's -i, 

; 2v4.i5.0007- 0, 

2^fT20,ooo:.;-'' 

'25,000'; 

30,000'^- 

A, e'|4o:ooo 

00,000 i; 

c 'i4>'^-.< '^.000 ' !- 

>..X i 80,000-; 
; -'^.^ oolooo 

; ^4?|100,000C.^ 
I';;a:>|i5o,ooo;'-.' 


84,-V. 

(- ■ 90 V 

’•>. '107.-; 
-:'.';.i27 ■'>' 

'^40' 

.169-4 
^ J03 - ' 

222'':' 

' 260 

^,^280%> 

V%4254, 


-- \:i100 ^ 

v.'v.llS 

'^■138 

'«2l67’^' 

? v;^182 

V /^2oe 

?'■ 

'^270' ; 
^.’-',^302 


‘2" ■‘20 2 

U'/''':128¥;" 

-v--.'?138.;.' 

i'-'"'i5i ; 
■•''1842' 

V- •■i88v;4 
-1 

I;’ 250 

t :288 < 

^ '325' 


?${ii3^;^ 

-r-A126"> 
■;2t>'132 .A 

•I2l^ 

- -158 ■> 
;‘';''i7i;^ 

iQ7;f 

«.,/^22P '1 
:V'c2824 

V f301 % 

■-■4381',#; 

2^ 'MIS 


T. i106'-v 

24157^1 
2'.;:182'2 
J ?208.v" 
>239::5 
>270V-‘ 

¥4180 


;i052 

^iiol: 

,'4'i132^-'. 

;J:2l43h; 

k ':'ioi2^ 

'^k':'"251'-vv 

i3172 

•i:.'. -t402 -A^'^ 


jyii'iij; 

i#2i 

'r230i:> 

i4?’'<A^341/^.- 

\^^„V38V^^ 


'2''‘’233;; 
;.H2,139,; 
■^162.-,‘ 
,^;..''i67^ 
>>)^'>'5l81 ; 

Xh-Cooo; 
4; ^242 . 
‘"277^, 
2310'-J 

F. 



Angela’s agent explained to her that for just a little more 
money, she could buy extended coverage — insurance that 
covers losses from wind, smoke, hail, riots, explosions, falling 
planes, and cars and trucks. Angela wasn’t planning on any of 
these problems, but she knew that she coiild never predict the 
future. She decided to purchase the extended coverage for her 
peace of mind. 

Angela’s insurance agent also explained that if she wanted to 
receive full payment of any loss up to the amount of the policy, 
she would have to insure her new home for at least 80% of its 
replacement value. The replacement value is the amount it 
would cost to reconstruct a home if it were destroyed. Some 
companies require 90% to 100% of the home’s replacement 
value. 




Refer to the information and Annual Premiums chart given 
above to answer the questions below. Use the Go Figure... 
area for any calctilations. 
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The replacement value of Angela’s new 
home would be $65,000. Angela wants to 
insure her home for 80% of its 
replacement value. What would be the 
amount of coverage on Angela’s home? 

Amount w Coverage = Percent x Replacement Value 
Amount OF Coverage = .80 x 65,000 
Amount OT Coverage = 












If the replacement value of Angela’s 
home is $65,000, and she insures it for 
80% of the replacement value, what 
would be her annual premium if her new 
home has a wood frame and is rated in 
fire protection class 4? Use the chart on 
the previous page, and round the 
coverage to the nearest $10,000. 

Amount OT Coverage = 



Annual Premium = 









Just when Angela was beginning to worry about how and when 
she was going to remember to pay these premiums, the 
insurance agent told her that she shouldn’t worry — ^her total 
monthly payment on her home mortgage would include the 
amount of her real estate taxes and homeowner’s insurance 
premium. This special account is called an escrow account. . 
When it came time to pay her taxes, the bank will take the 
money out of the escrow account and make the payment. 
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Refer to the information above and the Housing Expenses 
listed below to answer the following question. Use the Go 
Figure... area for any calculations. 




Angela’s monthly mortgage payment is 
$427.66. She must also pay V^of her 
annual homeowner’s insurance 
premium of $157 and her property 
taxes. What is Angela’s monthly escrow 
amount, and what is her total monthly 
payment? 

Monthly Escrow Amount = (Annual Taxes + Annual 
Insurance Premium) + 12 

Monthly Escrow Amount = ($1215.50 + 157) + 12 
Monthly Escrow Amount = $1372.50 + 12 
Monthly Escrow Amount = 




» n g < g 



Of 



217 




Choosing a Place to Live 






■^Ech 












kW kp kP 









MwnBLY Paymekt = Monthly Mortgage Payment + 
Monthly Escrow Amount 

Monthly Payment = $427.66 + $114.38 

Monthly Payment = ■ 



Monthly Utilities 

I Angela knew that in addition to her monthly mortgage 
payment, real estate taxes, and insurance payment, she 
would have other expenses, including utilities, 

! maintenance, and home improvements. Her utilities cost 
would include charges for electricity, gas, 
water, and telephone. During the application 
process for her mortgage, Angela’s bank 
officer had told her that the Federal Housing 
Administration (FHA) recommended that her 
monthly housing cost be less than 25% of her 
monthly net pay. 






Refer to the Housing Expenses on the previous page to answer 
the question below. Use the Go Figure... area for any 
calculations. 

Angela has a monthly take-home pay of 
$2972. Her monthly expenses for the 
month of June are listed above. Were 
her housing costs for June within the 
FHA guidelines? 
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Home Insurance 

Refer to the chart on page 215 and solve the problems below. Use a separate 
sheet of paper for computation, and write the correct answer on each line. Round 
the coverage to the nearest $10,000. 

1. The Baldwins’ brick home has a $60,000 homeowner’s policy. The home is 
in fire protection class 9. What is the annual premium? 



2. The Smiths own a brick home that has a replacement value of $87,500. 
They purchased a homeowner’s policy for 80% of its replacement value. 
The Smiths live in an area that has been rated in fire protection class 3. 
What is their annual policy premium? ^ 



3. Marcy’s parent’s home is wooden and has a replacement value of $70,000. 
With a fire protection class of 10, what is their monthly premium? 



4. Mitch had average monthly housing expenses of $692 with $1 857 net 
monthly income. Is he within the FHA recommended guidelines? If not, 
how much would he have to reduce his housing costs? 



5. Shelby’s monthly mortgage payment is $750, including property taxes. She 
must also pay Vn of her homeowner’s insurance premium of $280. What is 
her total monthly payment? 
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Keep Up with Upkeep 

Estimating Home Repair and Maintenance Costs 

After moving into her new home, 
Angela wanted to make some repairs 
and improvements. She knew that she 
would have to hire someone to do some 
of the domestic services- — ^such as lawn 
care, window cleaning, and rug shampooing. 

To save money, she decided to do some of the other work 
herself. She could teach herself to do such things as 
wallpapering and painting. On other improvements, such as 
installing vinyl flooring, insulation, and a fence she decided 
that she could save money by purchasing all of the materials 
herself and then hiring someone to do the actual labor. 




Angela needed to learn to estimate the amount and cost of 
materials needed for each job. In a book on do-it-yourself 
home repairs, she learned that estimating the amount of 
material for each job required an understanding of 
mathematics — perimeter, area, square feet, and square yards, 
in particular. 

Angela learned that perimeter is the distance around a figure. 
She noticed that the word “rim” was in perimeter. She thought 
that would help her remember that 
perimeter is the measure of a rim of a 
figure. Area is the number of squares of a 
given size which covers a surface. Square 
foot and square yard are units of 
measurement that are equal to a square that 
measures either one foot or one yard on 
each side. Angela thought she had it now. 

She could figure the amount of paint, 
wallpaper, floor covering, carpeting, and 
fencing to buy for her house. 
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Perimeter 

8ft 



P ■ 2(Uw) 

Area 

8ft 



A ■ Ixw 



Refer to the perimeter and area 
diagrams below to answer the following 
questions. Use the Go Figure... area 
for any calculations. 

Angela started with the 
paint for her living room. 
Her living room is 12* x 16* 
with 8* ceilings. The paint 
that she chose will cover 
400 square feet per gallon. 
How many gallons will she 
need? How many gallons 
should she buy to paint the 
walls? 



Amount OF Paint = Total Area of the Walls + 
Coverage Per Gallon 

Area = Length (L) x Width (W) 

Area = (LxW) + (Lx W) + (LxW) + (Lx W) 
Area = (8 x 16) + (8 x 16) + (8 x 12) + (8 x 12) 
Area = 128 + 128 + 96 + 96 
Area = sq.ft. 



Amount OF Paint Neee®d = 448 + 400 



5tt 



5ft 



Amount OF Paint Needed = 



Amount OF Paint TO Purchase = 

(A Fraction of a Gal. Must Be Rounded Up.) 



(Gallons) 
Gallons 
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Angela also likes the idea of having a 
privacy fence around her property for 
both privacy and protection. Angela’s lot 
is rectangular. It is 90 feet long and 60 
feet wide. How many feet of fencing will 
she need to enclose her property? 



Perimeter = 2 x (Length + Width) 
Perimeter = 2 x (90 + 60) 

Perimeter = 2 x 150 



Perimeter = 



Amount OF Fencing = 



Linear Ft. 



Angela is going to wallpaper her 
bedroom. It measures 10' x 12' with 8' 

' ceilings. A single roll of wallpaper covers 
72 square feeL The pattern she wants is 
sold only by the double roll. How many 
double rolls of wallpaper should she 
buy? 

Wall Area = Perimeter of Room x Height of Room 
Wall Area = 2 x (12 + 10) x Height of Room 
Wall Area = 2 x 22 x 8 



Wall Area = 44 x 8 



Wall Area = 



Sq. Ft. 
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Single Rolls = Wall Area + 72Sq. Ft. 

Single Rolls = 352 + 72 

Single Rolls Neee«d = 



Single Rolls TO Buy = 



(Round Up) 



Double Rolls = Single Rolls + 2 



DoubieRcmxs = 



(Round Up) 



Angela ^'ants to replace the dark vinyl 
floor in her kitchen with light-colored 
square tiles. Each tile square measures 
12" X 12" and costs $139. How much 
will it cost to cover her 10’ x 7’ kitchen 
floor? 

Cost = Area w Floor x Cost Per Tile 
Cost = (10x7) X 1.39 
Cost = 70 x 1.39 
Cost = $ 
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Home Repairs and Maintenance 

Solve the problems below. Use a separate sheet of paper for computation, and 
write the correct answer on each line. 

1. Find the cost of fencing your yard if 8 feet of fencing costs $9.82. The 
length of the yard is 45 feet and the width is 60 feet. 



2. Find the cost of carpeting the floor of a room that is 8 feet by 10 feet, if the 
cost of carpeting is $2.06 per square foot. 



3. A double roll of wallpaper covers 61 square feet How many rolls will Paul 
and Jasmine need to wallpaper two walls in their hallway that are 15 feet 
and 1 1 feet long with an 8 foot ceiling? 



4. What is the wall area of a room that is 14 feet by 10 feet with an 8 foot 
ceiling? 



5. A can of paint covers 450 square feet and costs $12.88. How much did it 
cost to buy paint to apply two coats of paint to the four walls and ceiling of 
a room 15 feet by 12 feet by 10 feet high? 
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Investing Your Money 



Vocabulary 

Study the terms and their definitions below. 



invest , 



investment. 



to put money to use; to buy 
something that could earn a profit 

an expenditure on something that 
is expected to produce a profit; 
sum spent 



Savings 



certificate of deposit (CD) . 



interest penalty. 



maturity . 



money market certificate . 



return . 



a special kind of savings account 
that earns higher interest than a 
regular account; die money must 
be left on deposit for a specified 
time or be penalized for early 
withdrawal 

charge you must pay if you 
withdraw part or all of your 
money from your certificate of 
deposit or money market 
certificate before the date of 
maturity 

time when a certificate comes 
due 

special certificates of deposit 
with higher interest rates than 
regular certificates of deposit; a 
minimum deposit of $10,(XX) is 
usually necessary 

the amount of money made as a 
profit or paid as interest 
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Bonds 

annual yield the total interest or return for one 

year paid on money invested 

auction price the face value of a U.S. 

government bond less the interest 

Ibomd long-term promissory note 

corporations use when borrowing 
money 

discount description of a bond that is sold 

for less than its face value 

dividends return on an investment in the 

stocks or bonds of a corporation 

face value the dollar amount printed on an 

insurance policy or bond 

loading charge an amount of money that a 

stockbroker charges for handling 
a mutual fund purchase 

loading rate the percent of a mutual- fund 

investment that is paid to the 
stockbroker 

market value price at which a bond is sold 

mutual fund investment company that sells 

shares and combines the 
investors’ money in order to buy 
a large variety of stocks and 
bonds 
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net asset value the worth of a share of mutual 

fund; most investment companies 
calculate the net asset value daily 
by dividing the total market 
value by the number of shares 
outstanding 

N.L “no load,” or commission, 

charged for buying shares 

offer price the price for each share of a 

mutual fund when buying shares 

par value the face value of a bond; the 

amount printed on the face of the 
bond 

premium description of a bond that is sold 

for more than face value 

quoted price the actual cost of bond, usually a 

percent of the face value; also 
called quote 

redemption value the value of a savings bond at the 

time the owner redeems it; the 
redemption value consists of the 
cost of the bond plus interest 

savings bonds a bond issued by the U.S. 

government 

stockbroker.. someone who buys and sells 

stocks for other people; a dealer 
in stocks and bonds 
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Which Money Makes the Most Money? 


d? d? it ^ 




1 Lp kp kp ^ L: 


Juan Rivera had worked for quite sometime as a ^j|^ 


^ (fh'ttb £rh £b /f 


journeyman in carpentry. His skills had earned 


& 1% ^ 


him several promotions. He was now in a 


q> qy kfj qj <v 


management position — no longer making 


d^ dh 


furniture. Juan’s paycheck had also 


1 Cp ^ ^ C; 


increased with his promotions. He had 


Hh rh r 


been able to pay off all of the loans and 


^ ^ \ ^ 


credit accounts that he had taken out 


1 SkP ^ ^ kP 


when he first started working with this J 


1 ijh iih ch (ch ^ 


company. One day during a business | 


1 Cp Cp Cp Cp it 


luncheon, some of the other managers W^f f 


I 1 • r 8 


were discussing ways to invest their 




money. Juan listened carefully about the ^ 


I 41 iwP ^ 4? L; 


different types of investments, or Mf |i 




expenditures of money for something that is B" • 1 




expected to earn a profit. He understood, m y 1 


. 3 „ « 


however, that an investment was not KmJJ ; ipK 


% ^ 


guaranteed to make money for the investor. 9 k1 


1 ^ ^ CP Cp 


■^p ffiPl 




Over the years, Juan had saved money for 


1 L 


both unexpected and planned expenses. He 


1 .18 


had opened a passbook savings amount at 




his bank. Since he had no children, he did 




not have to worry about saving for the cost of their future 


“1 ^ d^ ^ c 


right now. However, after listening to the other managers, he 




decided that it might be wise to start saving for his own future. 


. , , . 


He knew that one day he would want to retire. When he 




stopped working he would want to have enough money to 


¥ %P ^-kP kP L 


support himself and, maybe, his family as well as enjoy his 


d^ d^ d? d^ ^ 


free time. Juan discovered that there were different ways for 




him to save his money and earn interest on his savings. The 




book that he was reading gave him a lot to think about 


§ « $ 8 
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Savings 

Passbook Savings Accounts 

Passbook savings accounts are offered by 
most banking institutions — commercial banks, 
savings and loan associations (S&L), and 
credit unions. Each institution has advantages 
and disadvantages. 




Advantages. Most people find that a passbook savings 
accounts is very convenient. Customers can make deposits and 
withdrawals in their bank accounts without giving advance 
notice to the bank. There is also very little risk involved in 
passbook savings account — the bank is insured and depositors 
are not likely to lose money if the bank fails. Passbook savings 
accounts are widely available and the interest rates ijaid on 
deposits do not vary much from bank to bank. 



Disadvantages. Because the passbook savings account is a 
very safe investment, the return or the amount of money made 
as a profit on the account is small compared with the returned 
paid on other accounts. They also provide very little protection 





Rate 


Dewriptlon 


Average Rate 


{Pdme.^BaW^S 


The basic interest rate that 
commercial banks charge their most 
valued customers. 


May range from 6% 
to2lK%. 


iPassbMk'ic . 


The interest on passbook savings 
that is paid by the savings mstitjbons 
at a fixed annual rate. 


Annual fixed rate of 
S<5%. (Commercial 
banks pay 5^%.) 


*Money;'V-f.i: 

■sRatea' 


interest rates which change weekly 
and are paid on money rnarket 
fifficounts that have a minimum deposit 
of $2500. 


May change as little 
as a basis potof (one- 
hundredth of one 
percent 

too baas pts.s 1%) 


-"W “y 

ICertificatea 


Interests rates paid on certificates of 
deposit or savings certificates. which 
va^ according to the term of the the 
cersf^te. 


May change as little 
as a basis point [and- 
hun(Mth of one 
percent 

100basispts.=3l%) 



*Rates are subject to change. 
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against inflation, since consumer prices will increase much 
faster than the interest paid on savings. 

Certificates of Deposit 

Purchasing certificates of deposit 
(CDs) is another way to invest 
money. A certificate of deposit is 
a special kind of savings 
account that earns higher 
interest than a regular account All 
banks use computers to calculate the interest 
earned. You may find printed tables of the interest 
earned on CDs are also available at banking institutions. 

Certificates are bought for specific amounts such as $500 or 
$1000. The money invested in a CD must be left in deposit for 
a specified amount of time, or until it reaches maturity. The 
time of deposit may range from 90 days to 8 years. If the 
money is withdrawn early from the CD, the owner must pay an 
interest penalty, which is required by law. The interest penalty 
is a charge that must be paid if part or all of the money is 
withdrawn. 





Refer to the table below to answer the following question. Use 
the Go Figure... area for any calculations. 
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Juan decided to invest in CDs rather 


$$$$$ 


than continue to deposit his money in 




his passbook savings account. He 
wanted to earn the higher interest 


$$$$! 


paid on CDs. He decided to purchase 
a $1000 CD. The CD was a 6-year 


$$$$$ 


certificate that earned 7.25% 




compounded daily. How much 




interest will he earn at the end of the 6 




years? 




Total Amount = Original Principal x Amount per $1.00 




Total Amount = $1000 x 




Total Amount = $ 


$$$$$ 


Interest Earned = Total Amount — Original Principal 


$$$$$ 


Interest Earned = $ - $1000 


$$$$$ 


Interest Earned = $ 


$$$$$ 


Money Market Certificates 




Juan also learned about another type of certificate investment. 


, , , , , 


called a money market certificate. A money market certificate 
is a special certificate of deposit with higher interest rates than 


$$$$$ 


a regular certificate of deposit. While that sounded great, Juan 




could not afford the initial investment — $10,000 or more! The 
certificate is issued for 26 weeks or 182 days. It may be 




renewed at the end of the 26-week period. However, the 
interest at the time of renewal may be higher or lower than the 


$$$$$ 


interest paid on the original certificate. 


« fi « « . * 
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Certificates of Deposit 



Refer to the chart on page 236 to solve the problems below. Write the correct 
answer on each line. 

Total Amount = Original Principal x Amount raiR $1.00 
Interest Earned = Total Amount - Original Principal 



Interest 

Earned 



2 . 

3. 



Original 

Principal 


Interest 

Period 


Total 

Amount 


Interest 

Rate 


$500 


lyr. 




5.75% 


$2000 


3 mos. 




6.50% 


$3200 


4yrs. 




7.00% 


$1850 


2.2 yrs. 




6.25% 


$10,000 


8 yrs. 




8.0% 



6. Helen purchased a 4-year certificate of deposit for $2000. The annual 
interest rate is 6.25%. What is the amount at maturity? What is the interest 
earned? 



amount at maturity 
interest earned 
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7. Suzanne purchased a 8-year certificate of deposit for $3500. The annual 
interest rate is 8%. What is the amount of the certificate at maturity? What 
is the amount of interest earned? 

amount at maturity 

V 

interest earned 

8. Jana purchased a 3-month certiHcate of deposit for $500 that earns interest 
at a rate of 5.75% compounded daily. What is the amount of the certiOcate 
at maturity? What is the interest earned? 

amount at maturity 

interest earned 



9. Abdul purchased an 6-year certificate of deposit for $8500. The interest 
rate is 7.5% compounded daily. What is the amount of the certificate at 
maturity? What is the interest earned? 

amount at maturity 

interest earned 

10. Sophia invested $25,000 in a 26-week money market certiHcate. The 

interest rate on the day of purchase was 9.87%. Using a value of 1.041639, 
how much interest did Sophia’s certiOcate earn during that period? 

interest earned 
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11. Juan purchased a $20,000 26- week money market certificate. The interest 
rate on the day of purchase was 10.98%. Using a value of 1.108472, what 
is the maturity value of the certificate, if renewed for another 26 weeks? 
What is the interest on the certificate? 

maturity value 

interest earned 

12. The Bradys have $7500 that they want to invest in a certificate of deposit. 
A 6-year certificate earns interest at a rate of 7.25%. An 8-year certificate 
earns interest at a rate of 7.75%. How much more interest can the Bradys 
earn if they purchase the 8-year certificate? 
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Bonds 



United States Savings Bonds 

Many people who want to invest their 
money purchase savings bonds. One 
type of savings bond, the Series EE 
Savings Bond, is a bond issued by the 
federal government. This bond can be 
purchased at banks, savings and loan 
associations, and other financial 
institutions. Sometimes it can be 
purchased through payroll deduction 
where the investor is employed. 



The Series EE Savings Bond may 
have a face value^ — ^the dollar amount 
printed on the bond — that ranges 
from $50 to $50,000. The cost of a 
bond is half of its face value. The 
bond must be kept for at least six 
months before it can be cashed or 
redeemed. The redemption value of the bond is its original 
cost plus interest for the amount of time the bond is owned. The 
redemption value of any Series EE bond is based on the 
redemption value of a $50 bond. This value is listed in a table 
available from the Anancial institution. 



$50 Savings Bond Series EE 
(Cost: $25) 


After... 


Redemption 
value ts... 


6.0 months 


$2556 


1.0 yoar 


$2652 


1.5 years 


$27.31 


2.0 years 


$28.13 


2.5 years 


$28.98 


3.0 years 


$29.85 


3.5 years 


$30.74 


4.0 years 


$31.66 


4.5 y^rs 


$32.61 


5.0 years 


$37.90 


5.5 years 


$39.51 


6.0 years 


$41.19 


6.5 years 


$42.94 


7.0 years 


$44.77 


7.5 years 


$46.67 




»M$50’551 


8.5 years 


$52.83 


9.0 years 


$5521 


9.5 years 


$57.69 


10.0 years 


$6029 


15.0 years 


$93.63 


20.0 years 


$145.40 



Maturity: 8 years 




Refer to the information and the redemption value table above 
to answer the questions below. Use the Go Figure... area for 
any calculations. 
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Juan decided to invest in bonds. He 


Hill 


bought a Series EE Savings Bond 




with a face value of $500 through 




payroll deduction at work. How 




much did Juan pay for the savings 


^9 tfjh 


bond? 




Cost of the Series EE Bond = 50% x Face Value 


$$$$$ 


Cost of the Series EE Bond = .50 x $ 


$$$$$ 


Cost OT THE Series EE Bond = $ 


$$$$$ 


If Juan kept his savings bond for 


$$$$$ 


eight years, or till maturity, what 
would be the redemption value of his 


$$$$$ 


Series EE Savings Bond? 


$$$$$ 


Redemption Value = $ 




Other Bonds 




Juan also discovered a different kind of bond. A bond was 




described as a long-term promissory note corporations or 
governments use when borrowing money. Fpr instance, if the 
company that Juan works for wanted to borrow $50,000 for 10 


lllll 


years, then it could issue 100 ten-year bonds. Each bond would 
have a face value of $ 1000. The bonds would be the 




company’s written promise to repay the money on the due 
date, and to pay interest on the loan. The interest is paid on the 


$$$$$ 


face value of the bond. The total amount of interest or return 
for one year is called the annual yield. 


Hill 
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Anyone willing to lend money to the company could buy one 
or more of the bonds. Those persons would be called 
bondholders of the company. The company could use its 
property as security for the money that it borrows. If the 
company does not repay the loan, then the bondholders may 
take over the company’s property. Different levels of 
government — federal, state, county, city, town, and school 
district — often borrow large amounts of money by selling or 
issuing bonds. 




M^mtmdhMPMtprfct Pikt'oTtolMtor 
IM bond toM tar tm dir doitag tilt ollta dir 

Bonds usually have two kinds of value — par value and 
market value. Par value is the same as its /ace value, or the 
amount that is printed on the face of the bond. It is the amount 
that the borrower promises to pay to the bondholder on the due 
date. The market value of a bond is the price at which the bond 
is sold. The par value and the market value may not be the 
same. If a bond is selling for more than its face value or par 
value, then it is selling at a premium. For example, a bond 
with a par value of $1000 that sells for $1040 is selling at a 
premium. If the market value is less than the par value, then the 
bond is selling at a discount 

The United States government sells Treasury bills (T bills), 
notes, and bonds to borrow money. These bonds have another 
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kind of value. The buyer or investor pays an auction price, of 
the face value minus the interest. Even though the investor 
pays a discounted amount for the. treasury bills, he receives the 
face value of the treasury bill at maturity. 



The market value or 
market price of a bond is 
usually given as a quoted 
price or as a percent of the 
par value. It is the actual 
cost of the bond. For 
instance, a price quotation 
of “94” means that the 
bond is selling for 94% of 
its par value. So the market 
price of the bond can be 
found by multiplying the 
par value by the percent 



Maturity ot Government Bonds 





Use the information given above to answer the questions 
below. Use the Go Figure... area for any calculations. 

Buying bonds sounded to Juan like a 
safe investment with a better return 
on his money. He called a local 
investment counselor to get a quote 
on a local government bond. The 
investment counselor gave him a 
quote of 95% on a municipal, or city, 
bond with a par value of $1000. What 
is the market price of this bond? 
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Market Price = Quoted Price x Par Value 

Market Price = x $1000 

Market Price = $ 



Is that municipal bond selling at a 
discount or at a premium? 



If Juan decided to purchase the $1000 
municipal bond at the quoted price of 
95%, and the bond paid interest at a 
rate of 6V^%, what would be the annual 
interest? What is the annual yield (to the 
nearest hundreth of a percent)? 

Annual Interest = Interest Rate x Face Value 



Annual Interest = 



.% X $1000 



Annual Interest = .065 x $1000 



Annual Interest = $_ 



Annual Yieud = Annual Interest + Bond Cost 



Annual Yield = $_ 



Annual Yield = 



$- 
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Mutual Funds 

Juan made a habit of studying the bond quotations in the 
newspaper to try to understand them better. He also continued 
his research on the different types of bonds. The more he read, 
the more types of bonds there seemed to be. Investing in 
mutual funds sounded like a less risky way to buy bonds with 
a potential for more profit. Mutual funds are investment 
companies. These companies combine the money from their 
investors to buy a large variety of stocks and bonds in large 
amounts. The money that the fund earns from its investment is 
paid to the shareholders as dividends. Dividends are the return 
on an investment in the stocks or bonds of a corporation. 

As Juan studied the mutual fund quotations in the newspaper, 
he noticed that they were expressed as a net asset value 
(NAV) and an offer price. The net asset value is how much 
one share of a mutual fund is actually worth during the 
“selling” process. This value is usually calculated by dividing 
the total market value by the total number of existing shares. 
The offer price is the price that is paid for each share of a 
mutual fund during the “buying” process. Juan interpreted this 
to mean that if he was buying shares, he would pay the offer 
price of each share. He also understood that if he was selling 
shares, he would receive the net asset value of each share. 






CpolFilirll 







iTrefH^ 11.a 11.92 -.03 

1 ValueAp 1B.98 20.12 4.02 

1 DeicpAp .21.56 22,86 +.05 


!"lli4 ' 1 

TxPeAp 7.93 8.33 ♦.02 I 

IntfVai 9.73 N.L -.02 | 







Shares of a mutual fund have to be purchased through a 
stockbroker, or someone who buys and sells mutual funds or 
stocks for other people. The stockbroker is a dealer in stocks 
and bonds. He must be paid a loading charge — a charge or 
amount of money paid for handling a mutual fund purchase. It 
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is usually zero to five and three-fourths percent of the amount 
that is invested. This percent is called the loading rate. The 
initials N.L. under the offer price, meant there is “no load” or 
commission, charged for buying that particular share. When 
there is no load, the offer price will be the same as the net asset 
value. 




Refer to the newspaper clipping of mutual funds above to 
answer the questions below. Use the Go Figure... area for any 
calculations. 

Juan considered buying two mutual 
funds — the TrendAp and the ValueAp. 

How much would he pay for 50 
shares of each fund? 



Total Market Price = Offer Price x Number of Shares 

TrendAp: Total Market Price = $ x 50 

Total Market Price = $ 

ValueAp: Total Market Price = $ x 50 

Total Market Price = $ 



How much would Juan receive if he 
sold 25 shares of the ValueAp back to 
the fund? 
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Amount Received = Net Asset Value x Number w 
Shares 


$$$$$ 


Amount Received = $ x 25 


$$$$$ 


Amount Received = $ 


$$$$$ 


Juan has $500 to invest. The broker 
handling the funds has a loading rate 
of 5%. How many shares of the 
DelawAp can he buy? 


l$lll 


Loading Charge = Loading Rate x Amount Invested 
Loading Charge = x $500 

Loading Charge = $ 


§111 


Number of Shares = (Investment - Loading Charge) 
NAV Per Share 


§§l 


Niimrfr of Sharps = ($500 - $ ) -*- $ 




Niimrfh of Sharps = $ -*- $ 




Number of Shares = 


mil 


frutcUeel 


ill 
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Bonds 

Use the chart on page 242 to solve the following problems. Write the . correct 
answer on eaxh line. 

Market Price = Quoted Price x Par Value 
Annual Interest = Interest Rate x Face Value 
Annual Yieu) = Annual Interest + Bond Cost 



1. Larry purchased a $500 Series EE bond. What was the cost of the bond? 



2. Michelle purchased a $200 Series EE bond. The bond was redeemed after 
eight years. What was the cost of the bond? How much did she earn? 

cost of the bond 



earnings. 



3. Timmy purchased a $100 Series EE bond with money earned from his 
paper route. If he keeps the bond for nine years, how much will he earn on 
his investment? 



4. Mary Ann’s parents purchased a $5000 Series EE bond for her college 
tuition 10 years ago. How much is the bond worth at this time? 
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Mutual Funds 



Solve the problems below.-Write the correct answer on each line. 

Total Market Price = Ofeer Price x Number of Shares 
Amount Received = Nett Assett Value (NAV) x Number of Shares 
Loading Charge = Loading Rate x Amount Invested 
Number of Shares = (Investment - Loading Charge) + NAV per Share 

1. What was the market price for an investor purchasing 125 shares of Phila 
Fd at $9.31? 




2. What amount would be received if 75 shares of Fidelity Fund were sold 
with a NAV of $14.60? 



3. What is the loading charge for a purchase of 300 shares of an AIM Fund 
bought for a total of $4995 if the loading rate is 1%? 



4. How many shares of Dreyfus with an NAV of $9.03 and a 3% loading rate 
can be purchased with an investment of $1000? 
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Stocking Up on the Money 



Stocks 



As Juan continued to read, he felt like he was really starting to 
understand the world of investments. However, Juan wanted to 
learn more about stocks and stock quotations in the newspaper. 
He knew that stocks were shares of ownership in a corporation. 
That bit of knowledge was only the beginning. 

Juan learned that stocks were divided into classes — preferred 
stock and common stock. A preferred stock has its dividend set 
by the corporation at the time that it is issued. Common stock 
is the ordinary stock of a corporation, and it does not have a set 
dividend. Dividends are never guaranteed to be paid for either 
class of stock. If dividends are paid, they go first to the 
shareholders of preferred stock. 

Juan read that if he invested his money in shares of stock, he 
would become part owner of the corporation that issues the 
stock. He thought about that and came up with a wonderful 
idea. Maybe he could invest his money in shares of stock from 
the company that he worked for. Then he would be part owner 
of the company. When he bought the stock, he would receive a 
stock certificate that would be proof of his ownership. 
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If the company made a profit, he would be paid dividends. 




Dividends are paid to the shareholders, or those who own 




shares of corporation stock. The dividends are paid as either a 




percent of the par value of the stock or as an amount of money 
per share. This idea of buying stocks was getting more and 




more exciting for Juan. 


$$$$$ 










Refer to information given above, to answer the questions 




below. Use the Go Figure... area for any calculations. 




Juan owns 40 shares of stock for 




which he paid $31.92 a share. The 


^6 


company paid annual dividends of 




$1.75 per share. What is the current 




yield for each share to the nearest 


kP ^ kP Kp 


hundreth of a percent? 


$$$$$ 


Current Yield = Annual Dividend per Share Cost per 




Share 




Current Yield = $ + $31.92 




PlTRRFNTYlFm = 




At this rate, how much would Juan 


$$$$$ 


earn annually for his 40 shares? 


$$$$$ 


Total Annual Earnings = Annual Dividends per Share x 




No. OF Shares 




Total Annual Earnings = x 40 

Total Annual Earnings = 


ft R n n n 
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Juan was looking at the Solar 
Adventures stock. It paid an annual 
dividend of $3.10 a share. How many 
shares must he buy to get an annual 
income of $930 from the investment? 



Number of Shares = Annual Income Expected + Annual 
DivmEND PER Share 

Number OF Shares = $ + $3.10 

Number OF Shares = 



What will be Juan's total investment in 
the Solar Adventures stock if he buys 
300 shares at 48 and pays $87 per 100 
shares for commission? 



Total Market Price = No. of Shares x Cost per Share 
Total Market Price = 300 x $48 
Total Market Price = $ 



Commission = (No. of Shares 100) x Cost Per 100 Shares 
Commission = (300 + 100) x $87 
Commission = 3 x $87 
Commission = $ 



Total Investmeist = Total Market Price + Commission 

Total Investment = $ + $ 

Total Investment = $ 
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As Juan continued to leam about the stock market, he saw that 




buying stocks could be a risky investment. If he sold his stock, 
he could either make a profit, break even, or take a loss. If Juan 




sold his stock when the price per share was higher than what he 
paid, he would make a profit on the sale. If he sold when the 


$$$$$ 


price was lower than his purchase price, he would have a loss. 


cl? ct? d? ct? 


The cost of a stock includes its buying price and the 




stockbroker’s commission for buying the stock. . 




When stock is bought, a commission and a small Securities and 




Exchange Commission (SEC) fee are paid by the buyer. 




Sometimes the state will charge a transfer tax. If the stock is 
sold through a stockbroker, the seller receives the market price. 




less the commission, transfer tax, and SEC fee. This amount is 




called the net proceeds. 






$$$$$ 


Refer to the iriformation given above to answer the question 




below. Use the Go Figure... area for any calculations. 




Juan paid a total of $1276.89, 
including commission, for 40 shares 


$$$$$ 


of stock. He sold the stock for $42.50 a 
share and paid a sales commission of 


$$$$$ 


$35.75. What is the profit or loss from 


mil 


the sale? 


Selling Price = Price per Share x Number of Shares 




Selung Price = $ x 40 




Selung Price = $ 


$$$$$ 
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Profit (Loss) 
Price 



= (Selling Price - Commission) - Buying 



Profit (Loss) = ($_ 
Profit (Loss) = $_ 



- $- 



.) - $1276.89 



In one of his first stock market 
ventures, Juan had bought 150 shares 
of stock in Sunny Valley Electric for 
iVi. He decided that now would be 
a good time to sell this stock and 
invest in something that would bring 
higher returns. The current selling 
price was 12V^. Commission, taxes, 
and fees were $43.83. What were his 
net proceeds? 



Total Market Price = Number of Shares x Selling 
Price per Share 



Total Market Price = 150 x $_ 



Total Market Price = $_ 



Net Proceeds = Total Market Price - 
(Commission + Taxes + Fexs) 



Net Proceeds = $_ 



$43.83 



Net Proceeds = $_ 
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Looking at the listings of stock quotations in the Hnancial 
sections of the newspaper was still a little confusing for Juan. His 
stockbroker provided a pamphlet with a good diagram of the parts 
of the stock quotations. The pamphlet answered many of his 
questions, including one about a column labeled PJE. (price to 
earning) ratio. P.E. refers to an approximate ratio that compares 
the closing price of a share of stock to its annual earning. For 
example, if the P.E. ratio is 7, then the closing price of the stock 
is approximately 7 times its annual earnings. The dividends 
column gave the amount paid by the corporation per share. 
Studying the diagram along with the newspaper made it a lot 
easier for Juan to interpret the language used in stock quotations. 
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Cost of Stocks 



Solve the problems below. Write the correct answer on each line. 

Total Market Price = (Cost per Share x No. of Shares) + Broker’s Fe£ 

Examh-e: Total Market Price = ($5 x 1000) + $75.50 

Total Market Price = $5000 + $75.50 = $5075.75 





Cost Per 
Share 


Number 
of Shares 


To^ Cost 
of Shares 


Broker’s 

Fee 


Total Market 
Price 


1 

1 . 


$5 


1000 




$75.50 




2. 


$100 


75 




$80.00 




3. 


$42 


50 




$63.00 




4. 


$55 


100 




$77,00 




5. 


$36 


200 




$125.50 




6. 


$100 


300 




$900.00 




7. 


$22 


250 




$165.00 




8. 


$45 


125 




$140.63 




9. 


$6 




$3000 


$60.00 




10. 


$15 


150 






$2317.50 
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Real BIG Investing 

Real Estate 

Real estate is property and exists in different forms: 

land only, 
land with buildings, 
houses, 
apartments, 
condominiums, 
offices, 
stores, 
factories, 
bams, or 
garages. 

Investors in real 
estate can make 
a profit by (1) 
renting the 
property, or 

(2) selling the property at a higher rate than they bought the 
property. 

Real estate investments often require a large initial investment. 
Like most investors in real estate, Juan would not have enough 
money to buy a property. He would have to borrow money 
from a bank or other lender. He would have to make payments 
on his mortgage loan, and he would have to pay interest on that 
loan. 

In addition, owning real estate usually involves other expenses. 
Juan would also have to pay for taxes, insurance, and any 
repairs that might have to be made to his property. Juan would 
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have to consider the expenses of depreciation of his property 
caused by aging, wear, and tear. Even if Juan took good care of 
his property, it could become less valuable. It could go out of 
style or become too expensive to maintain. 

If Juan became a real estate owner or investor, he would 
receive rent from his tenants, or persons who pay money to 
use a house, apartment, or land belonging to someone else. His 
annual rent would be his annual rental income from his 
investment However, his annual net rental income would be 
the amount left after paying all of the expenses of owning the 
property. 




Refer to the information given above to answer the question 
below. Use the Go Figure... area for any calculations. 

Before Juan invested in real estate, he 
figured what his annual net income 
would be if he bought a house and lot 
for $54,000. He would have to pay 
$15,000 in cash and get a mortgage for 
the balance. He would rent the house 
for $800 a month. For the first year, 
his mortgage interest would be $2680. 
There would be a 2% depreciation oh 
the assessed value of $45,000. He 
estimated that taxes, repairs, 
insurance, and other expenses would 
be about $4800 for the year. What 
would be his net income for the year? 
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Deprecution = 2% X PRoraRXY Value 


$$$$$ 


Depreciation = .02 x $ 
Depreciation = $ 


$$$$$ 


Annual Expenses = (Taxes + Insurance + Repairs) + 
Depreciation + Interest 


Ills 


Annual Expenses = ($ ) + $900 + $ 

Annual Expenses = $ 




Annual Rental Income = 12MC»mis x Rent Per Month 


■$$$$$ 


Annual Rental Income = 12 x $ 
Annual Rental Income = $ 


$$$$$ 


Annual Net Rental Income = Annual Rental Income - 
Annual Expenses 


mil 


Annual Net Income = $ - $ 

Annual Net Income = $ 

Juan looked at his estimated figures and his estimated annual 
net income. He decided that for right now, real estate 
demanded more money and time than he could afford. He 
would stick to his investments in stocks and bonds for right 
now. 


ill 
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Investments 

c 

Use the formulas on p. 263 to solve the problems below. Write the correct answer 
on each line. 

1. Lindsay bought a house for $75,000. Her taxes, insurance, and repairs for 
the year were $2850. Depreciation was 2 Vz% on the assessed valued of 
$54,000. The interest paid this year on the mortgage was $2060. What were 
Lindsay’s annual expenses for the house? 



2. Terry has invested his money in a house. He is going to rent it to a tenant 
for $820 per month. What will be his annual rental income? 



3. Mr. and Mrs. Rutger bought a house for $50,000. They rent the house to a 
college student for $575 a month. The annual expenses are 3% depreciation 
on the assessed valued of $46,500; mortgage interest of $2100; and $2320 
for taxes, repairs, and insurance. What is the annual rental income? What 
are the annual expenses? What was her annual net rental income? 

annual rental income 

annual expenses 

annual net rental income 

4. Tonya bought a house for $65,000. She want to rent the house to a tenant 
for $950 a month. For the first year her expenses were: mortgage interest of 
$2950; taxes, repairs, and insurance of $4500; and 2% depreciation on the 
house valued at $54,000. What will her annual net rental income be? 
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Investments 

Refer to the Investment Types table on page 264 to help you answer the following 
questions. Use your own paper. 

1. As a graduating senior from high school, with a part-time job, what would 
be your first investment choice? How much would you invest? Why would 
you make these choices? 

2. Name at least three kinds of financial experts whom you would need to 
contact in order to develop and carry out your investment plan. 

3. You are an unmarried, 30 yr. old businessperson with a salary of $38,900 
per year. List three investments that you would make within the next five 
years to reach your long-term investment goal. Complete the chart below 
listing the investments in the order that you would make them. 









1. 






2. 






3. 







4. Choose one investment from the list above that will best achieve your long- 
term investment goal. What amount would you invest, and what would be 
the terms of your investment? 
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Vocabulary 

Study the terms and their definitions below. 

Life Insurance 

beneficiary the person to whom life 

insurance benefits are paid when 
the insured dies 

I 

cash value the value of an insurance policy 

if it is cancelled; also called cash 
surrender value 

coverage protection 

endowment life insurance .. provides protection for a fixed 

time; at end of fixed time owner 
of insurance receives cash equal 
to the amount of protection 

insured person covered by an insurance 

policy 

insurer the insurance company 

life insurance financial protection that pays 

persons you’ve selected in case 
of your death 

policy a contract 

premium payments made or the amount 

paid for insurance 

straight life insurance provides protection for a 

lifetime; payment is made for a 
fixed time only 
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term life insurance provides protection for a Hxed 

time only; payment is made for a 
Hxed time only 

whole life insurance provides protection for a 

lifetime; payment is made for a 
lifetime; has cash value 



Social Security BeneHts 



hospital insurance 


insurance that pays some or all of 

the cost of hospital care 


medical insurance 


insurance that pays for medical 

costs not covered by hospital or 
surgical insurance 


Medicare 


a health insurance program for 

people 65 and older, and for 
some people under 65 who are 
disabled 


retire 


to stop working and live off of 

one’s savings and other income 


retirement benefit 


an amount of money paid 

monthly by the Social Security 
Administration to an eligible 
retiree 


Social Security 


........ a federal law (FICA) to provide 

hospitalization insurance for 
people over 65, retirement 
income, survivor’s benefits, and 
disability benefits; the money for 
this program is provided by a tax 
paid by employers and 
employees 
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Retirement Investing 

annuity an investment on which one 

receives Hxed payments for a 
lifetime or for a specified number 
of years 

common stocks shares of ownership in a 

corporation issuing the stock 

early withdrawal penalty ... a tax penalty applied to any 

amounts withdrawn before a 
contributor reaches a given age, 
dies, or is disabled 



a retirement plan to which an 
individual may make tax 
deductible contributions of 100% 
of income, not to exceed $2000 
per calendar year (or the 
allowable deductible contribution 
under the Internal Revenue 
Code) 

inflation an economic condition in which 

the price of goods and services 
rises more quickly than people’s 
income 

Keough Account (HR- 10)... a tax-sheltered retirement plan 

for people who are self-employed 

pension money paid regularly to retired 

people by the company or 
government they worked for 



individual retirement 
annuity (IRA) 
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Securing the Future 



Life Insurance 

Angela wanted to have a family sometime in the future. So she 
began thinking about protecting her children. If she had 
children, she wanted them to be provided for if she were to die. 
To protect her property, Angela Gibson had taken out insurance 
policies on her home and her automobile. To protect her 
children, Angela decided to purchase life insurance. 

A life insurance policy, or contract, would pay the person(s) of 
her choice a set amount of money if she were to die. After her 
children were bom, Angela would make them the 
beneficiaries, or the people who would receive the money paid 
when she died. For now she would choose her sister as the 
policy’s beneficiary. 

On her policy, she would be the insured, or the person covered 
by the policy. The company who provides the insurance is the 
insurer. The payments she would make to the insurer are 
called premiums. The amount of the premiums would vary 
depending on her age, how much insurance she bought, and 
which type of policy she selected. Premiums are paid monthly, 
quarterly, semiannually, yearly, or in any pattern that is stated 
in the policy. Life insurance companies offer four types of life 
insurance. Each type of insurance provides different kinds of 
coverage, or protection. 

Whole life insurance. You pay premiums and receive 
coverage for a lifetime. In addition, the policy has a cash 
value — you receive money or a portion of the money paid on 
the policy if you cancel the policy. You can also borrow against 
the value of the policy. 

Term life insurance. You pay premiums and receive 
coverage for a fixed time only; the policy has no cash value. 
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Straight life insurance. You pay premiums for a fixed time, 
such as 20 years, but the policy provides coverage for your 
entire life; also called limited payment life insurance. 

Endowment life insurance. You pay premiums and receive 
coverage for a fixed time, such as 20 years. However, at the 
end of the fixed time, you are paid cash for the amount of the 
policy and the insurance protection ends. 

Regardless of which policy Angela chooses, if she were to die 
while the policy was in effect, her beneficiary would receive 
the /ace value of the insurance policy. The /ace value is the 
amount of insurance coverage on the insured. 







tw 



Refer to the information given and the chart below to answer 
the following question. Use the Go Figure... area for any 
calculations. 



pi 




wm 




nluinsiFef 
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iii 
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II 












20 


25 




$ 7.01 


$ 13.61 


$ 25.16 


$45.22 


I 


25 


30 




7.87 


15.57 


27.63 


45.49 


y 


30 


35 




9.03 


16.30 


30.60 


46.04 


s 


35 


40 




10.66 


21.74 


33.97 


47.42 


1 


40 


45 




12.93 


26.25 


36.69 


49.13 


i 


45 


50 




15.68 


32.15 


44.49 


52.56 


i 


50 


55 




20.27 


39.92 


51.38 


57.23 


s 


55 


60 




26.43 


49.49 


60.15 


63.00 
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Angela is 25 years old. She is 
considering purchasing a $50,000, 
5-year whole life insurance policy. 
What would be the cost of her 
annual premium? 
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Number w Units Purchased = Face Value Unit Value 



Number OF Units Purchased = $50,000 + $1000 



Number Units Purchased = 



Annual Premium = Number of Units Purchased x 
Premium Per $1000 



Annual Premium = 



X $_ 



Annual Premium = $_ 



Angela decided to examine the cost of 
the endowment life insurance plan 
with the whole life. She plans to use 
the cash for her future retirement. She 
wants to purchase a 20-year 
endowment life insurance policy 
valued at $75,000. How much would 
her annual premium be? 

Number of Units Purchased = Face Value + Unit Value 



Number of Units Purchased = $_ 



Number of Units Purchased = 



$1000 



Annual Premium = Number of Units Purchased x 
Premium Per $1000 



Annual Premium = 



X $. 



Annual Premium = $_ 
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Angela decided that the $75,000 20-year endowment life 
insurance policy would give her the most options. At the end of 
20 years she could use her $75,000 to either purchase more 
insurance or she could invest or save her money. The insurance 
company collects life insurance premiums annually, or once a 
year. However, for a small charge, the insurance company 
would let her pay the premium either semiannually, twice a 
year, or quarterly, four times a year. 



Refer to the information given above and in the chart to answer 
the question below. Use the Go Figure. .. area for any 
calculations. 

Angela has decided to purchase a 20- 
year endowment life insurance plan 
with a face value of $75,000. Her 
annual premium is $3391.50. She 
decided that paying her premiums 
four times a year would be much 
easier on her budget. What will her 
quarterly premium be? 

Quarterly Premium = Percent x Annual Premium 

Quarterly Premium = % x $ 

Quarterly Premium = .255 x $3391.50 

Quarterly Premium = $ 
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Life Insurance 


Using the table on page 276, solve the problems below. Write the correct answer 


on each line. Round the answers to the nearest cent. 




Semi-Anuual Premium = 


= Percent x Annual Premium 




Quarterly Premium = 


Percent x Annual Premium 




Monthly Premium = 


Percent x Annual Premium 




Insured 


Annual Premium 


Payment Plan Premium Due 


1. 


Angela 


$389.25 


Semi-annual 


2. 


Randy 


$1530.00 


Ouarterlv 


3. 


Jos6 


$258.60 


Semi-annual 


4. 


Helen 


$1484.70 


Monthly 


5. 


Stefan 


$3082.80 


Ouarterlv 


6. 


Gerta 


$1087.00 


Monthly 


7. 


Antwann 


$1216.20 


Semi-annual 


8. 


Jamal 


$2102.40 


Ouarterlv 


9. 


Juan decided to pay his life insurance policy. on a quarterly basis. If his 




annual premium is $677.25, what will be the cost of his quarterly 




premiums? 

\ 
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Pay In ... Take Out 



Social Security Benefits 

f 

A part of Angela’s future is being insured by the government 
Just like all other employees, employers, and self-employed 
workers, Angela paid taxes under the Federal Insurance 
Contributions Act (FICA) or Social Security. Social Security, 
or FICA, is a federal law providing hospitalization insurance 
for people over 65, retirement income, survivor’s benefits, and 
disability beneflts. The money for the Social Security program 
is provided by a tax paid by employers and employees. 

The Social Security System 






1 






|Emp:lpyer8» 










! 







^RelMWorim 



MUforim 



^Dapendanto of Retired 
MidDis^iledWoritere 



>Syrvivore of Deceased 
Worfcsre 



Angela’s contribution to Social Security is deducted regularly 
from her paycheck. Angela is taxed a percentage of the total 
amount of money that she earns. Her employer sends her 
contribution to the federal government. Her employer also 
sends a matching contribution. For example, if $423.50 is 
deducted from Angela’s check to pay for her contribution, then 
her employer must also pay $423.50. That means that the total 
sent to the government is 2 x $423.50, or $847. 
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Even the people who are self-employed, or work for 
themselves, must pay a FICA tax. The rate of tax paid by the 
self-employed is higher than that paid by regular employees. 
There is no employer to match their contribution amount. 







Refer to the information given above and the table below to 
answer the following questions. Use the Go Figure... area for 
any calculations. 
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Angela's gross income for 1993 was 
$39,765. How much FICA was 
deducted from her income? How 
much did her employer contribute 
annually? 

FICA Tax = Tax Rate x Gross Income Subject to Tax 






FICA Tax = 
FICA Tax = 



.% X $. 
. X $_ 



FICA Tax = $_ 
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Amouot Employer Contributed Annually = $_ 
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Angela knew that she would not be able to retire and receive 
Social Security retirement benefits — the amount of money 
paid monthly by the Social Security Administration to an 
eligible person retiring — ^until she was 62 years old. She also 
knew that the longer she delayed her retirement, the larger her 
monthly benefits would be. 

Medicare 

The government, through the FIC A tax, has also made some 
provisions to pay for Angela’s future medical expenses. They 
have provided a health insurance program for people 65 years 
old and older. This health insurance program is also for some 
people who under 65 years old, but are disabled. The name of 
this government insurance program is Medicare. 

The Medicare insurance progr^ includes both hospital 
insurance and medical insurance. Hospital insurance is 
insurance that pays all or some of the cost of being in a hospital 
for medical care. Medical insurance pays for the costs of an 
illness not covered by hospital or surgical-medical insurance. 
Just like private hospital and medical insurance plans. 

Medicare does not provide complete coverage for all hospital 
and medical costs. See the chart below for some examples. 







fltotCov^odi 
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Semi-pmateroom 
Regular nursing services 



Convenienoe Hems 
TV 

Telephone 



$180 deductible 



Physician’s services 
C^s, inheeichairs 



Prescription Chios 
Routine physical exams 
Eyeglasses, hearing aids 



$60 deductible 
20% of remaining cost 
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Refer to the information and the chart on the previous page to 
answer the following question. Use the Go Figure... area for 
any calculations. 

Angela's mother is 66 
years old. She has 
Medicare hospital 
and medical 

insurance. Mrs. Gibson was admitted 
to the hospital this past year. Her bill 
was $3290, including $50 for TV. Her 
physician's fee was $760. Her charge 
for prescription drugs was $340. What 
was her share of the total cost? Note: 
figure her hospital and medical costs 
separately; then add them together. 




1. Find the Patient’s Shake w the Hospital Cost. 

Patient’s Share o¥ Hospital Cost = Deductible Charges 
+ Uncovered Expenses 

Patient’s Share of Hospital Cost = $_ + $50 

Patient’s Share of Hospital Cost = $ 
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Medicare 

Use the table on p. 281 to solve the the problems below. Write the correct 
asnwers on the lines provided. 

Patient’s Share of Hopital Cost = I^uctible Charges Uncovered 

Expenses 

Patient’s Share of Medical Cost = Deductible Uncovered Expemses 
20% (Physician’s Fee - Deductible) 

Total Cost = Patient’s Share of Hospital Cost + Patient’s Share ot 

Medical Cost 




1. Stefan’s elderly aunt was hospitalized for several days last month. She was 
not sure how to Hgure her cost for medical expenses. Her bill was $6480, 
including $50 for TV. The physician’s fees were $1500 and her 
prescription drugs came to $560. What was her share of the total cost? 

hospital cost 

medical cost 

total cost 

2. Chris’s grandfather had a stroke and was hospitaUzed last week. He is 
unable to handle his affairs. Chris needs to determine his grandfather’s 
expenses in order to pay the bills. The hospital sent a bill for $15,000 
including $250 for telephone and long distance service and $3280 for 
physician services. His prescription fees were $500. What was his 
grandfather’s share of the total cost? 

hospital cost 

medical cost 

total cost 
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3. Helen’s sister had major surgery 3 weeks ago. She asked Helen to help her 
determine the cost of her hospital expenses. The hospital sent a a bill for 
$15,000 including $50 for TV, $30 for telephone service, $400 for 
prescriptions, and $4800 for physician's services. What was her share of the 
total cost? 

hospital cost 

medical cost 

total cost 

4. Henry’s sister fell and broke her hip bone and was hospitalized last week. 
Henry decided to help her to determine the expenses. The hospital sent a 
bill for $12,000 including $50 for telephone and TV, $200 for 
prescriptions, and $2500 for physician services. What was her share of the 
total cost? 

hospital cost 

medical cost 

total cost 

5. Henry’s sister had to go back in the hospital to reset the hip bone. She had 
to stay in the hospital. Henry helped her to determine the new expenses. 

The hospital sent the new bill for $13,000 including $50 for TV and 
telephone, $220 for prescriptions, and $2500 for physician service. What 
was her new share of the total cost? 

hospital cost 

medical cost 

total cost ■ 
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Retirement Investing 

Angela continued to plan for the future. Life insurance would 
provide for her future children if she died. Social Security 
would pay for part of her medical expenses and living 
expenses. But where would she get the rest of the 
money to live on during her retirement? Retirement 
is the act of no longer working at one’s profession 
or business. 




Angela knew that she wanted to enjoy her 
present way of living long after she stopped 
working. She also wanted to travel, volunteer, 
take classes — all the things that she didn’t 
presently have time for. She had never thought 
about how she’d be able to afford to do those things without a 
job. 

Like others who worked for the design company, she would 
receive a pension. Most companies pay money regularly to the 
retired people who worked for them. Angela’s pension would 
be based on her final average salary before her retirement. It 
would also be based on the number of years of service that she 
had with the company and on the company’s rate of benefit. 
The rate of benefit is the percentage of an employee’s salary 
that is paid by the company after retirement 



Companies usually decided on the amount of an employee’s 
annual pension by first finding a final average salary. They 
average the employee’s salary for a set number of years. Then 
they multiply that average salary by the employee’s number of 
years of service and their rate of benefit. The formula looks like 
this: 

Annual Pension = Final Average Salary x Years of 
Service x Rate of Benefit 
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Angela knew that the amount of her annual pension would be 
much smaller than her annual salary. 



Refer to the information given above to answer the following 
question. Use the Go Figure... area for any calculations. 

Angela guessed that she would 
probably retire from the design 
company after 22 years of service. Her 
final salary would be based on her 
average salary during her last five 
years of work service. If her last five 
yearly salaries were $56,000; $57,900; 
$58,200; $59,100; and $61,200 and the 
company's rate of benefit is 1.5%, 
what will her annual pension be? 

Final Average Salary = Sum of Last Five Years 
OF Salaries + 5 

Final Average Salary = ($56,000 + $57,900 + $58,200 + 
$59,100 + $61,200) + 5 

Final Average Salary = $ + 5 

Final Average Salary = $ 
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Annual Pension = Final Average Salary x Years of 
Service x Rate of Benefit 

, Annual Pension = $ x 22 x 1.5% 

Annual Pension = $ x 22 x .015 

Annual Pension = $ 



Annuities 



Angela knew that her pension would not be enough to cover 
her expenses after she retired. She attended a session in which, 
an insurance representative spoke to the design company 
employees about planning for retirement. 



The representative spoke about a very special kind of savings 
accounts that he called annuities. An annuity is an investment 
in which one receives Oxed payments for a lifetime or for a 
specified number of years. 



Individual Retirement Annuities (IRAs) 



The insurance agent described one annuity 
that interested Angela. Individual 
retirement annuities (IRAs) are special 
kinds of retirement plans. The 
government permits people who contribute 
to an IRA to deduct their contributions from their gross taxable 
income. An individual may contribute 100% of their earned 
income. However, those contributions should not exceed $2000 
per calendar year. 




The payments or premiums for this account are flexible — a 
person may start, stop, increase, or decrease his or her 
contributions to an IRA at any time. IRAs are available for sale 




Planning for Retirement 




to the general public. The participant can be from 18 years to 
59 V 2 years of age. 

IRAs are intended to help individuals prepare for their 
retirement They may not 
be used like ordinary 
savings accounts. They are 
subject to many restrictions 
imposed by the Internal 
Revenue Code. Like most 
annuities, the IRAs have an 
early withdrawal penalty. 

This is a 10% tax penalty 
that is applied to any 
amounts withdrawn from 
an annuity before the 
contributor reaches a given 
age, dies, or is disabled. 

This penalty applies in addition to the income tax that is due on 
the amounts withdrawn. 

There is a maximum allowable restriction on IRA accounts. 
Contributions that exceed the $2000 are not deductible from 
income tax. However, contributions to IRAs are allowed to 
rollover. A rollover is an extension, renewal, or deferring of a 
frnancial obligation, investment, or tax. If contributions are 
allowed to remain in an account, they increase in value from 
the interest added. The new amounts will also be deductible 
from income tax. 



Estimated Growth of IRA 
Contributions 




1 


$ 


$ 1/T73.2B 


6 


5314^ 


6,228.52 


10 


12,443^ 


14,887.08 


15 


20,750.79 


26,501.58 


ao 


30,855.02 


41,711J4 


25 


43,148^ 


61,206.00 


30 


58,100.32 


86,20a64 


35 


75,288j61 


117,Sn.22 


40 


08,413.18 


156326.36 


45 


125,335.45 


205370.00 



Estimated Growth of 
Rollover IRA Contributions 



IkxYcaralltf I Estknted Acoub. I btfmaledAccvM. 
P»poaU I Bat e 4% Ipterort I B»l » 8% Interat 



1 


$ 1,036.26 


$ 1,07336 


10 


1,475.46 


2,145.66 


20 


2,164.03 


4,63230 


30 


3332.00 


10,00030 


40 


4,765.40 


21390.97 


45 


5,62236 


31,72432 



The agent explained that 
there was another IRA 
that might interest Angela 
and her coworkers. The 
Keough Account (HR* 
10) is a retirement plan 
for people who are self- 
employed. Some of her 
friends had their own part- 
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time consultant design businesses. They would be eligible for 
Keough Accounts. 

Participants in a Keough account can contribute up to 15% of 
their annual gross income, with a maximum of $7500. If any 
withdrawals are made before age 59Vi, a penalty must be paid. 
The Keough plan does have an income tax advantage. The 
annual amount contributed and the interest earned are not 
subject to income tax. So, participants’ annual contributions 
also reduce the amoimt of taxable income. They pay less 
federal income tax (FIT). Angela hoped to one day start her 
own business. 



Wj 







Refer to the information given above to answer the following 
question. Use the Go Figure... area for any calculations. 

Eventually Angela did 
start her own design 
consulting business. 

Her annual gross 
income was $39,750. 

Her taxable income 
after deducting 
business expenses was 
$32,500. Her federal income 
tax (FIT) was 20% of her taxable 
income. Angela contributed 10% of 
her gross income to her Keough 
account. This contribution reduced 
her federal income tax to 18% of her 
taxable income. How much did she 
save in federal income tax? 
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4. Find Angela’s FIT after Keough Ccwthubution 


' 


FIT AFTER Keough Contribution = FIT Rate x Taxable 
Income 


$$$$$ 


FIT after Keough Contribution = 18% x $ 


$$$$$ 


FIT after Keough Contribution = .18 x $28,525 




FIT AFTER Keough Contribution = $ 


iitS 


5. Find Angela’s Tax Savings 


SSI 


Tax Savings = FIT before Keough C(»muBUTioN - FIT 
AFTER Keough Contribution 




Tax Savings = $6500 - $5134.50 




Tax Savings = $ 




Variable Annuity Funds 

After discussing various savings plans for retirement, the agent 
began discussing investment plans. Angela was familiar with 
investing money in the stock market to make money. However, 
the risks and her many questions about the stock market made 
her feel uncomfortable. When was the right time to invest? 
How much money would she have to invest? How much would 
she have to know about investing? How safe would investing in 
the stock market be? 


$$$$$ 

ill 


The agent did discuss a type of investment that was not perfect 
but may fit Angela’s financial needs: a variable annuity fund, 
or equity accumulation fund A variable annuity fund is a fund 
that permits the investor to buy a group of common stocks 
selected by an investment company. The idea of picking her 
own stocks sent shivers up and down Angela’s spine. Variable 
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annuity funds would give Angela the advantages of owning 
common stock, without the burden of researching and selecting 
stocks to buy. 



kp* 



The objective of a variable annuity fund is primarily long-term 
capital appreciation. In other words, the fund increases the 
amount of money that is put in. Angela also could receive 
dividends, or returns on her stocks while she still owns them. 
Angela understood that she would be able to invest in 10 or 

more different stocks, or securities. She 
would also have the big advantage of 
full-time professional management. 
Managers would invest her money along 
with the money of thousands of other 
investors. Variable annuity funds would 
also allow her to sell her shares on short 
notice, regardless of the amount of 
money involved. 

The agent continued to explain that 
equity funds still involve risk. The 
investor’s chances of gain are excellent, 
but they are not assured. Ownership of 
equity funds offer other attractive features such as 
convenience, tax beneHts, and regular dividends. He explained 
that any interested investor should talk to a registered 
representative. That representative would provide the investor 
with a special document about the fund and answer any 
questions about choosing a fund. 




All of this sounded good to Angela, but she still had some 
questions about the best time to invest her money. Should she 
save a little more before she invested? How much should she 
start with? Should she wait until there was an upward trend in 
the stock market? Should she wait until the economy was out 
of the recession? Should she wait until a new president was 
elected? 
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The agent seemed to be reading Angela’s mind. He said, “The 
longer you wait to invest, the greater the chances are that you 
will do nothing. In the meantime, inflation continues to grow 
while your money does not grow. I would like to quote one of 
the most successful investors. Bernard Baruch, when asked 
how to choose the best time to invest, answered, “when you 
have the money.” 


ill 


Angela asked the agent if he could explain a little more about 
how inflation could affect investing and investments. The agent 
began by saying that more important than the amount of money 
you have is the amount of goods and services the money can 
buy. If the price of goods and services rises more quickly than 
your income, your money’s buying power will decrease. This 
economic condition is called inflation. 


fills 


The agent told her to imagine that she had retired after 45 years 
of working and had been able to save $1000 a year. At the end 
of 45 years, that level of savings should have compounded to 
$230,000. This would yield an annual retirement income of 
$13,800 without touching the principal. However, when 
inflation hit 6% in 1979, the buying power of the savings was 
reduced to the $45,000 that was put in. If inflation had 
continued unchecked at that pace, the end result might have 
been a savings that had the buying power of only $16,000 and 
a monthly yield with a buying power of only about $70. 


ill 


After more questions about the best time to invest, the agent 
read this story. 

% 
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The Incredlbk Investor 
(A Fable Based on the Facts) 

As the fall of 1974 aniroacbed, the United States was 
gripped by despair and de^xmdency. The newspapers 
were full of stories of misdeeds in higb places. Even 
the President and AtUwney General of the nation were 
accused of wnmgdoing. The econtnny was deep in 
recession with the usual attendant high 
unemployment, and yet the problem of 
inflation persisted. Interest rates were high 
and the stock market was down. 

Confidence was at a low ebb. 




John Intrepid, a teacher at Everybody’s 
Regular School, mentitmed casually to 
his colleagues lolling around the faculty 
lounge that he had been thinking it would be a good 
idea to begin a variable annuity account. There was a 
long silence during which each of them wondered if 
their ears had deceived them or wheth^ John was, 
perhaps, too mentally confused to be allowed to 
educate the youth of that city. Lillian Loser observed 
that she had once thought the variable annuity to be a 
good deal. She had, in fact, purchased units of a 
variable annuity. The value of the units rose rapidly 
and surely toward $1.47. When the value began to go 
down, she stopped her monthly payments. Then she 
sadly added that she sold all her units when the stupid 
fund managers let the value get down to 71<t. She bad 
cleverly salvaged part of bet money before the fund 
could go iHoke and lose it all for her. Everyone shook 
their beads and agreed that it was a terrible time to 
invest. 

John had felt a bit sheepish as he secretly made 
arrangements to put one half of his $200 pa month 
tax-deferred deposit into the variable annuity at the 
beginning of the school year. Each month he received a 
statement showing bow many units he purchased and 
the unit value for that day. Tbe slip also showed the 
total number of units in the account — a total which 
grew automatically and easily by the month. 

He noted grimly that the passbocA: savings account be 
bad started at the same time, also gave him 100% 
accessibility but only paid SV 2 %. He bad to sCTape 
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up those dollars out of after-tax take-home pay, and he 
had paid income tu on the interest e^ year. lUs 
balance now was only $13,679.31, even though it 
compounded monthly. 

John had noticed t^t his last variable annuity repc^ 
showed a much higher unit value than wboi he started 
the program. When he called to ch^ the current value 
of his account he found that it was $21,905.74. His 
friends found this difficult to believe and observed that 
John always had been a lucky dog. Paul Procrastinate' 
said he was planning to start saving regularly when he 
could get around to it. Priscilla Fibettaca^^ said that if 
that variable annuity kept going up fe a couple of 
years so she could be cetain it was a good deal, she 
might be interested. The level of voices rose as 
eveyone added their financial wisden to the 
conversation. Everyone agreed on one point though. 
With inflation a continuing problem, turmoil in the 
Mid-East, and the specter of unemployment in 1984, it 
would be a terrible time to invest. They marveled at 
how someone as dumb as John could always luck out. 

John Intrepid slipped out the door, shrugged his 
shoulders, and whistled softly as he strolled away, 
mentally counting his eggs in sevoal baskets. 

After hearing the story, Angela felt a 
little better about investing. However, 
she still thought of herself as an 
unsophisticated non-investor. She 
knew that large sums of money could 
be made in the stock market She also 
knew that horrible losses could occur 
if the wrong moves are made. Her 
question to the agent was why get 
mixed up in investing? 

The agent’s answer was another quote 
from the great investor Bernard 
Baruch — “You buy securities because 
you have reason to believe they will 
increase in value over the years.” The 
percentage of gain that might be 
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Retirement Benefits 

Use the information from your reading to solve the problems below. Write die 
correct answer on each line. Round your answers to the nearest cent. 

Final Average Salary = Sum of the Last Five Years + 5 

Annual Pension = Final Average Salary x Years of Service x Rate of 

Benefit 

FIT BEFORE KEOUGH C(»«TRIBUTION = FIT RaTE X TAXABLE INCOME 

Contribution to Keough = 10% Gross Income 

Taxable Income after Keough Contribution = Taxable Income - 
Contribution to Keough 

FIT AFTER Keough Contribution = FIT Rate x Taxable Income after 

Keough C<»4Tribution 

Tax Savings = FIT before Keough C<»muBUTioN - FIT after Keough 

Contribution 



1. Randy was trying to determine his retirement benefits. He plans to work for 
25 years or until he is 65 years old.' He figures that at the present rate his 
last five years should be as follows: $56,000; $58,000; $60,000; $62,000; 
and $64,000. The company’s rate of benefit is 2.5%. What will his annual 
pension be? 

Randy’s annual pension 
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Randy decided he needed additional income to maintain his standard of 
living. He determined his gross income would be $38,500. His taxable 
income after business expenses would be $28,900. The FIT rate is 20% of 
his taxable income. Randy contributed 10% of his gross income to his 
Keough account. This reduced his income tax to 18% of his taxable 
income. How much did he save in federal income tax? 



FIT before Keough 



Contribution to Keough 
Taxable Income 



FIT after Ke-ough 



Randy’s tax savings 



3. If you were deciding to make investments as way of earning additional 
retirement benefits, how much would you invest? In what company would 
you invest your money? Why? Explain your answer. 

How much? 



What company? 



Why? 
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Index 



A 



abbreviation 193, 197 

acQusted gross income 1S9, 184 

age group 132, 143 

allowances 157, 160 

amount financed 102, 118 

annual net rental income 233, 262 

annual percentage rate 101, 106 

annual rental income 233, 262 

annual yield 230, 244 

annuity 271, 289 

^^lication 3, 12 

area ; 196, 221 

assessed value 194, 211 

auction price 230, 245 

authorized ...29, 34 

B 

balance 29, 43 

balance due 158, 174 

bank statement 30, 45 

base price 131, 134 

beneficiary 269, 273 

best buy 70, 79 

Blue Book 131, 138 

bond 230, 243 

budget 3, 5 

buying expenses 69, 72 

c 

cancelled diedcs 30, 45 

cash price 102, 118 

cash value 269, 273 

certificate of deposit 229, 236 

charge 101, 103 

charge account 101, 103 

chedc .....29, 33 

check register 30, 43 

checking account 29, 33 

closing costs 193, 205 

collision insurance 132, 141 

ctHnmission 3, 12 

coiunon stock 271, 293 

conpound interest 31, 52, 101, 106 

conpiehensive insurance 132, 141 

consumo' 69, 71 



cost 


69, 71 


coverage 


269,273 


credit 


101, 103 


credit card 


101, 103 


credit references 


31,56 


currency 


29, 35 


D 




dealer 


131, 135 


dealer’s cost 


131, 135 


deductiUe 


132, 144 


deductions 


4, 19, 159, 184 


dqxisit 


29, 34, 193,200 


dqrosit slq> 


29,34 


dq)ieciation 


133, 149 


destination charge 


131,134 


discount 


70, 81, 230, 245 


discount rate 


70,81 


dividends 


230,248 


domestic services 


196, 221 


down payment 


102, 118, 194, 205 


driver-rating factor 


132, 142 


E 




early withdrawal penalty .. 


271,290 


earnings statement 


31,56 


Employee’s IMthholding Allowance 


Certificate 


157, 160 


ending balance 


30,46 


endcHTse 


29,36 


endowment life insurance . 


269, 274 


entry 


30, 43 


escrow account 


195, 216 


estimate 


133, 147 


e^nses 


3,5 


F 




face value 


230,242 


HCA 


4, 20 


filing status 


157, 162 


finance 


31,56 


finance charge 


32, 60, 101, 106 


fire protection class 


195, 214 


fixed 


3,8 


fixed costs 


133,149 
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F 



fixed rate 32, 60 

Form 1040 158, 171 

Fonnl040A 158, 171 

Form 1040EZ 159, 171 

FormW-2 157, 165 

FormW-4 157,160 

G 

gross pay 4, 19, 157, 161 

gross profit 69, 72 

H 

homeowner’s insurance 195, 214 

hospital insurance 270, 281 

hourly rate 3, 10 

I 

income 3, 8 

income tax return 159, 180 

individual income tax 159, 170 

individual retirement annuity • 271, 289 

infiatirm 271, 295 

installment loan 32, 61, 102, 118 

installment price 102, 118 

installments 102,118 

insurance-rating group 132, 143 

insured 269, 273 

insurer | 269, 273 

interest 32, 59, 194, 206 

intnest on savings 31, 50 

interest penalty 229, 236 

int»estrate 31, 50 

invest 229, 234 

investment 229, 234 

invoice price 69, 72 

K 

Keough Account (HR-10) 271, 290 



L 

lease... 

lend^. 



193,202 

....32,58 



liaUlity insurance 132, 141 

life insurance 269, 273 

loading charge 230, 248 

loading rate 230, 249 

loan ^plication 32, 56 

loss 232, 255 

loss-of-use coverage 195, 214 

M 

maintenance 133, 147 

markdown 70, 81 

market value 230, 244 

markiq) 69, 71 

maturity 229, 236 

medical insurance 270, 281 

Medicare 270,281 

mileage 131, 139 

mill 194,212 

rtKxiey market certificate 229, 237 

rtKMithly payments 32, 60 

monthly statement 101, 109 

mcHtgage loan 194, 205 

mutual funds 230, 248 

N 

N.L.... 231,249 

Net Asset Value (NAV) 23 1, 248 

net pay 4, 19, 158, 161 

net proceeds 232, 255 

netiMX)fit ,i 69, 72 

o 

offer price 231, 248 

qrerating exprases 69, 72 

options 131, 134 

outstanding check 30, 46 

overdrawn 30, 43 

P 

PJE. (jxice to earning) ratio 232, 257 

par value 231, 244 

parts and labor 133, 148 

passbodc 31, 51 

pension 271, 287 

perimeter 196, 221 



Index 



p 

piece-rate basis 4, 12 

policy 269, 273 

premium.... 133, 142, 195, 214, 231, 244, 269, 
273 



I»incipal 


31,52 


pn^t 


232, 253 


Q 




quoted price 


231,246 


R 




rate of assessment 


194, 211 


rate of benefit 


272, 287 


real estate taxes 


194,211 


reconcile 


30,46 


redemption value 


231, 242 


refund 


193, 200 


rent 


193, 197 


rental ^plication 


193, 199 


teplacemeni value 


195, 215 


retailo' 


69, 71 


retire 


270,281 


retirement benefit 


270,281 


return 


229, 235 


revenue 


159, 169 


rollover 


272, 290 


s 




salary 


4, 10 


sale price 


70, 81 


sales receipt 


102, 109 


sales tax 


70,82 


savings account 


31,50 


savings bond 


231, 242 


selling pice 


70,71 


service charge 


30,46 


shareholder 


232,253 


simple intact 


31,52 


Social Security 


158, 161, 270, 279 


square foot 


196, 221 


square yard 


1%, 221 


sticker pice 


131, 135 


stock cotificate 


232,252 



stocklHtiker 231, 248 

stocks 232, 252 

stnught life insurance 269, 274 

T 

tax liabilty 159, 174 

tax rate 194, 212 

tax refund 159, 174 

taxtd)le income 158, 161 

tenants 233, 262 

term 32, 59 

term life insurance 270, 273 

total amount 32, 60 

total purchase price 70, 83 

total sales 4, 12 

total selling price 70, 82 

transaction 31, 51 

U 

uninsured motorist 133, 141 

unit price . 70, 79 

unpaid balance 102, 106 

utilities 3, 5 

utilities cost 195, 218 

V 

variable 3, 7 

vtfiable annuity fund 272, 293 

variable cost 133, 149 



w 

W-2 Wage and Tax Statement Form .. 157, 165 
W-4 Withholding Allowance Certificatel57, 160 



wages 4, 10 

whole life insurance 270, 273 

withdrawal 30, 44 

withholding tax 158, 160 
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